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HOUSE   OF   COMMONS,    SESSION  1907. 
REPORT    OF  SPEECH 

BY  THE 

RIGHT  HOK  H.  H.  ASQUITH 

{CHANCELLOR  OF  THE  EXCHEQUER), 

ON  MAKING  THE 

FINANCIAL  STATEMENT. 


THURSDAY,   APRIL    18th,  1907. 


The  CHANCELLOE  of  the  EX- 
CHEQUEK  (Mr.  Asquith,  Fife,  E.)  : 
Mr.  Emmott,  as  I  am  afraid  I  may  have 
to  make  a  somewhat  considerable  draft 
on  the  patience  of  the  Committee  in 
dealing  with  the  present  and  the  future, 
I  shall  content  myself,  and  I  will  ask  the 
Committee  to  be  content,  with  a  very 
brief,  though,  I  hope,  not  wholly  per- 
functory, review  of  the  past. 

THE  PAST  YEAR  REVIEWED. 

The  financial  year  which  closed  on 
March  31st  was,  in  many  ways,  a 
remarkable  one.  Tried  by  all  the 
ordinary  tests,  the  trade  of  the  United 
Kingdom,  both  at  Home  and  ^  over 
the  sea,  has  rarely  been  more  active  or 
more  flourishing.  Nor  was  this  prosperity 
confined  to  ourselves.  It  was  shared, 
in  greater  or  less  degree,  by  almost  all  the 
producing  countries  of  the  world.  To 
these  generally  favourable  conditions 
there  has  been  one  prominent  exception, 
the  market  for  stocks  and  securities. 
Owing  to  causes  of  which  I  shall  have  to 
speak  later  on,  there  has  been,  especially 
in  the  latter  part  of  the  year,  a  monetary 
stringency  which  looked  at  one  time  as 
though  it  were  going  to  put  a  severe  strain 
on  the  machinery  of  credit.  It  has  been, 
from  the  financial  point  of  view,  in  many 


1  ways,  a  year  of  surprises  ;  and,  perhaps, 
there  has  been  nothing  in  it,  superficially 
at  least,  more  surprising  than  that  the 
balance  to  the  credit  of  the  national 
account,  which  a  year  ago  I  estimated  as 

j  likely  to  be  somewhere  between  £300,000 
and  £400,000,  was  found,  when  the  ac- 
count was  closed  on  March  31st,  to  be  no 
less  than  £5,399,000.  I  have  been  the 
object  of  much  misdirected  congratulation 
ill  regard  to  the  unforeseen  dimensions  of 
this  enormous  sum  by  people  who  do  not 
understand  the  vital  difference  to  the 
Chancellor  of  the  Exchequer  between  the 
realised  balance  of  one  year  and  the 
estimated  surplus  of  the  next.  Over  the 
former,  the  realised  balance  of  the  past 
year,  unless  he  chooses  to  ask  Parliament 
to  suspend  the  law,  he  has  absolutely  no 
control.  It  goes  automatically  to  the  Old 
Sinking  Fund,  and  can  only  be  legally 
applied  to  the  redemption  of  debt ;  and 
as,  moreover,  any  substantial  excess  in 
the  realised  over  the  estimated  value  is, 
or  ought  to  be,  the  result  of  more  or  les^> 
accidental  circumstances,  its  abnormal 
proportions  afford  Httle  or  no  ground  for 
anticipating  a  similar  result  in  the 
coming  year. 

My  first  duty  to-day  is  to  explain 
how  it  is  that  a  balance  so  largely  beyond 
my  expectations  has  been  obtained.  On 
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the  one  hand,  the  Exchequer  receipts  were 
more  than  I  expected  by  £2,059,000.  On 
the  other  hand,  the  Exchequer  issues  were 
less  "than  I  expected  by  £3,006,000.  These 
two  items,  added  to  the  £334,000  which  I 
allowed  as  a  margin  for  the  year,  bring  up 
the  total  I  mentioned  a  moment  ago  to 
£5,399,000. 

SAVINGS  ON  EXPENDITURE. 

Hon.  Members  will  see  from  the  state- 
ment in  their  hands  that  the  large 
decrease  on  the  expenditure  side  was 
entirely  due  to  savings  by  the  spending 
departments  and  mainly  in  the  Army. 
The  actual  savings  on  the  estimated  ex- 
penditure of  1905-6  (the  year  for  which 
we  were  not  responsible),  which  had  not 
been  anticipated  by  March  31st,  1906, 
were  £881,000,  and  the  actual  savings  on 
the  estimated  expenditure  for  1906-7, 
which  were  anticipated  by  the  close  of  the 
financial  year,  and  in  respect  of  which  no 
issues  were  made,  were  £1,150,000,  making 
together  for  the  Army  a  total  of 
£2,031,000. 

REVENUE   OF  1906-7. 

On  the  revenue  side  the  increase 
is  due  almost  entirely  to  three  items,  :n 
no  one  of  which  could  its  extent  have 
been  reasonably  foreseen.  The  first  of 
these  comes  under  Customs  ;  the  coal 
duty,  which  during  the  last  seven  months 
c.f  its  life,  April  to  November,  produced 
£1,495,000,  or  £345,000  above  the  esti- 
mate, which  was  based  on  the  highest 
yield  of  previous  years.  That  was  due  to 
a  time  of  very  exceptional  activity  in  the 
coal  export  trade,  which  was  stimulated 
to  some  extent  by  strikes  and  by  a  short- 
age of  supply  in  the  French  and  German 
markets.  The  second  item  is  the  estate 
duties,  which,  in  consequence  of  the 
falling  in  of  a  number  of  abnormally 
large  estates,  produced  a  record  yield  of 
nearly  £1,200,000  in  excess  of  the  esti- 
mate. 

MINT  PROFITS. 

The  third  item,  coming  under  the 
heading  of  "  Miscellaneous,"  is  the  Mint, 
the  exceptional  profits  of  which  are 
responsible  for  nearly  the  whole  of  the 
large  increase  of  £441,000  under  that  head. 
This  is  such  an  unusual  circumstance  that 
I  ought  to  say  a  word  about  it.  The 
amount  payable  into  the  Exchequer  under 
this  head  consists  of  the  profits  on  the 
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coinage  of  silver  and  bronze  token  coins» 
less  the  sum  required  to  defray  the 
working  expenses  of  the  Mint.  For  some 
years  past  the  Exchequer  receipts  from 
this  source  have  been  steadily  declining. 
I  In  1901-2  they  were  as  much  as  £595,000. 
In  1903-4  they  had  sunk  to  £174,000,  in 
1904-5,  to  £44,000,  and  in  1905-6  they 
were  as  low  as  £26,000.  The  main  cause 
of  that  heavy  and  progressive  decline  was 
that  during  the  period  of  the  South 
iVfrican  War  there  had  been  a  very  active 
demand  for  coinage,  which  caused  the 
supplies  to  become  redundant  in  slacker 
years.  Hence  for  the  past  two  years 
there  had  been  comparatively  little 
coinage  of  new  silver,  as  it  was  possible  to 
meet  the  demands  merely  by  the  recoin- 
age  of  worn  silver  when  withdrawn,  and 
these  recoinages,  of  course,  yield  the  Mint 
no  profit,  but  rather  a  loss,  as  the  coins 
have  to  be  made  up  to  standard  weight 
before  they  are  reissued.  A  year  ago  it 
was  obvious  that  the  turning  point  of  the 
depression  had  been  reached,  and  accord- 
ingly, in  my  Budget  of  last  year,  the  Mint 
raised  their  estimate  of  receipts  to* 
£150,000.  The  result  has  far  exceeded 
anticipations.  The  receipts  have  actually 
been  £535,000.  I  am  informed  that  the 
increase  results  from  a  revived  demand 
all  round,  of  which,  no  doubt,  the  activity 
in  trade  is  the  chief  cause  ;  but  it  is  partly 
due  to  the  exceptional  Colonial  demand, 
the  Colonies  which  have  been  c^oiefly  re- 
sponsible for  the  increase  being  West 
Africa  and  Australasia.  Another  special 
contributory  cause  was  the  general  elec- 
tion, to  provide  for  the  various  require- 
ments of  which  half  a  million  of  silver  was 
taken.  In  view  of  these  considerations, 
it  was  thought  prudent  to  reduce  the 
estimate  to  £201,000  for  next  year.  So 
far,  I  have  been  dealing  with  exceptional 
and  unforeseen  causes  of  increase. 

CUSTOMS  AND  EXCISE. 

I  now  turn  to  the  Revenue  returns,  as 
a  whole.  I  cannot  say  they  anywhere 
exhibit  very  great  elasticity.  In  some 
respects,  in  view  of  the  undoubted  pros- 
perity of  trade,  they  are  distinctly  dis- 
appointing. As  regards  dutiab'e  articles 
of  consumption,  tea  and  sugar  have  in  each 
case  very  slightly  exceeded  the  Budget  esti- 
mate. For  sugar  there  has  been  througli- 
out  the  year  a  quiet  and  steady  market,, 
with  an  even  level  of  prices,  on  the  whole 
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favourable  to  the  consumer.  The  reduc- 
tion of  the  tea  duty  by  one  penny  was 
followed  by  an  increase  in  the  consump- 
tion of  4,500,0001bs.  The  year  in  tea  has 
been  a  record  one  as  regards  imports, 
exports,  and  consumption.  The  great 
increase  throughout  the  world  in  the 
demand,  particularly  for  Indian  teas,  has 
raised  the  price,  but  there  is  little  reason 
to  doubt  that  but  for  the  reduction  of 
duty  there  would  have  been  a  still  higher 
rise.  Tobacco  has  not  quite  realised  my 
expectations. 

THE  ALCOHOLIC  GROUP. 

Now  I  would  say  one  word  on 
what  is  really  a  more  interesting  item 
to  the  majority  of  the  members  of 
the  Committee — the  alcoholic  group,  in 
whicli  there  has  been  since  1899,  as  I 
pointed  out  last  year,  a  progressive  and 
formidable  decline.  Speaking  strictly 
for  the  moment  from  the  point  of  view  of 
the  Chancellor  of  the  Exchequer,  I  am 
glad  to  observe  that  there  are  at  last 
signs  of  a  slight,  but  definite,  reaction. 
The  Excise  receipts  on  beer  and  domes- 
tic spirits  have  exceeded  the  estimate 
by  £150,000 ;  the  Customs  receipts 
on  wine  by  £60,000 ;  and  on  foreign 
spirits  by  no  less  than  £435,000.  As 
compared  with  the  actual  receipts  of 
1905-6,  the  progress  of  the  whole  group 
shows  in  1906-7  an  increase  of  £494,000. 
The  income-tax  brought  in  a  little  more 
than  the  estimate.  Our  other,  two  sources 
of  revenue  "in  addition  to  those  with  which 
I  have  dealt — namely,  stamps  and  the 
Post  Office — have  fallen  short  of  my  ex- 
pectations. The  decrease  in  stamps  of 
£200,000  is  entirely  attributable  to  the 
Stock  Exchange  and  the  shrinking  in 
value  of  the  securities  which  are  there 
marketed.  The  receipts  from  deeds,  bills 
of  exchange,  and  companies'  capital  duty 
all  show  a  very  satisfactory  increase. 

POST  OFFICE  REVENUE. 

The  check  which  has  occurred  to  the 
normal  growth  of  the  Post  Office  revenue 
is  more  difficult  to  explain.  The  year 
1905-6  was  a  year  of  unbounded  pro- 
sperity for  the  Post  Office  ;  the  receipts  ex- 
ceeded those  of  the  previous  year  by  over 
a  million  and  were  nearly  half  a  million 
higher  than  the  estimate  which  had  been 
formed  of  them.  In  the  four  years 
preceding   1905-6   the   averase  aimual 


increase  of  the  Post  Office  revenue  was 
£670,000.  For  the  year  1906-7  -  the 
estimated  increase,  after  allowing  for  the 
concessions  promised  in  the  Budget,  was 
£735,000  ;  the  increase  actually  realised 
was  only  £415,000.  The  causes  to  which 
the  Post  Office  authorities  attributed  this 
comparative  failure — for  it  is  only  com- 
parative, not  real — were,  first,  the  less 
expansion  in  the  dBmand  for  picture  post- 
cards, which  have  recently  been  a  growing 
source  of  revenue,  and  secondly,  the  effect 
of  the  telephone  in  supplanting  com- 
munication through  the  post.  A  great 
many  people,  particularly  within  the 
limits  of  the  same  town  or  district,  who 
use  to  communicate  by  post,  now  speak 
through  the  telephone,  and  the  revenue  to 
that  extent  suffers.  The  third  cause  to 
which  this  comparative  failure  is  attri- 
buted is  the  less  rapid  growth  of  revenue 
from  telephone  trunk  lines.  I  ought  to 
add  the  non-recurrence  of  a  general  elec- 
tion, as  the  general  election  largely  stimu- 
lated postal  revenue. 

LOCAL  TAXATION  ACCOUNT  AND 
CAPITAL  EXPENDITURE. 

If  hon.  Gentlemen  will  now  turn 
to  the  table  showing  the  comparative 
revenue  raised  by  the  State  for  the 
year  1906-7  and  the  previous  year 
they  will  realise  that  the  revenue  with 
respect  to  the  Exchequer  is  not  the  only 
revenue  for  which  the  Chancellor  of  the 
Exchequer  is  responsible.  He  has  also 
to  make  payments  to  the  Local  Taxation 
Account,  which  amounted  in  all  for  the 
year  1906-07  to  £10,222,000.  Of  this, 
there  was  derived  from  the  surtax  on 
beer  and  spirits,  £1,416,000 ;  Excise 
licences,  £4,122,000;  and  estate  duties, 
£4,684,000.  If  you  add  this  money  to 
the  Exchequer  account  of  £144,814,000, 
it  makes  a  total  of  £155,036,000.  If  for 
the  moment  we  confine  our  attention  to 
the  revenue  raised  from  taxes,  adding 
the  local  taxation  revenue  to  that  which 
goes  to  the  Exchequer,  we  shall  see  that 
instead  of  being,  as  would  appear  from 
the  Table  No.  2,  only  £119,830,000,  the 
revenue  receipts  from  taxes  would  be 
£130,052,000.  I  had  also  to  provide 
during  the  year  for  capital  expenditure 
amounting  to  £5,975,000,  for  which  we 
borrowed  £5,555,000,  the  difference  being 
made  up  out  of  balances.     The  total 
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amount  which  had  to  be  provided  in 
the  year  was  thus  £160,591,000. 

EXCHEQUER  BALANCES. 

Another  table  (to  complete  the  account 
for  the  year)  shows  the  Exchequer 
balance-sheet.  We  began  the  year  with 
an  Exchequer  balance  of  £10,451,000, 
and  ended  with  a  balance  of  £6,932,000. 
I  ought  to  explain  how  the  difference 
was  made  up.  The  balance  was 
strengthened  by  a  surplus  revenue  this 
year  of  £5,399,000.  It  was  depleted  by 
the  issue  of  the  old  sinking  fund  of  the 
previous  year  to  the  amount  of 
£3,466,000 ;  by  a  capital  expenditure 
which  was  issued  in  excess  of  what  was 
borrowed  in  the  year  amounting  to 
£420,000  ;  by  some  small  sums  £32,000  ; 
and  then  by  the  rather  important  item 
of  Treasury  bills,  temporarily  paid  off 
under  the  Act  of  last  year,  amounting 
to  £5,000,000.  We  took  power  in  the 
Act  of  last  year  to  do  what  previously 
we^could  not  have  done — namely,  in  the 
first  quarter  of  the  year,  when  our 
balance  is  large,  not  to  renew  the 
Treasury  bills  we  otherwise  should  have 
renewed.  We  were  previously  in  the 
ridiculous  situation  of  going  into  the 
market  to  borrow  money  in  connection 
with  Treasury  bills  when  the  balance  at 
the  Exchequer  was  more  than  sufficient 
to  meet  our  requirements.  Therefore, 
we  took  power  last  year  temporarily  to 
drop  those  bills,  and  there  has  been  a 
considerable  saving  in  interest.  For  the 
moment  the  Exchequer  balances  are 
reduced  to  that  extent.  That  is  all  I 
need  say  in  reference  to  the  finance  of 
last  year. 

ESTIMATED   EXPENDITUEE  OF 

1907-8. 

Now  I  come  to  the  current  year. 
First  I  will  deal  with  the  estimated 
expenditure.  An  addition  of  £500,000 
to  the  new  Sinking  Fund  was  peculiar 
to  last  year,  and  is  not  included  in  the 
expenditure  which  the  present  Budget 
has  to  provide.  The  figures  are  familiar 
to  hon.  Members.  I  will  not  go  through 
them  except  to  note  that  the  estimated 
balance  out  of  revenue  assigned  to  local 
taxation  is  £10,045,000.  The  figures 
exhibit  total  reductions  over  the  esti- 
mated expenditure  of  the  previous  year 
of  £1,664,000.    I  hope  that  reduction  I 


will  be  continuous  and  progressive.  It 
is,  in  fact,  considerably  greater  than 
it  appears  to  be,  because  we  have 
borne  on  the  Army  and  Navy  Votes  for 
the  current  year  sums  amounting  to 
£1,019,000,  which  under  the  pre-existing 
system  would  have  been  borrowed  and 
charged  to  capital  account.  The  real 
reduction,  therefore,  on  the  expenditure 
is  £2,683,000.  The  main  item  of  increase 
is  in  the  Civil  Services,  and  it  is  attribut- 
able to  a  large  extent  to  the  automatic 
growth  in  the  cost  of  elementary  educa- 
tion. As  I  have  mentioned,  £10,045,000' 
is  assigned  out  of  revenue  to  local 
taxation.  The  estimated  capital  expen- 
diture for  the  year  is  £3,850,000.  The 
total  provision  for  the  year  is  thus  on  all 
these  accounts  £154,652,000. 

ESTIMATED  REVENUE  ON   BASIS  OE 
EXISTING  TAXATION. 

Now  I  come  to  the  estimated  revenue  of 
the  country.  In  regard  to  that,  it  is  to  be 
remembered  that  next  year  is  leap  year, 
will  have  one  less  Sunday  than  the  past 
year,  and  contains  no  Eastertide.  That 
makes  a  serious  difference  to  the  Ex- 
chequer, because  it  means  a  gain  of  two 
working  days.  On  the  other  hand,  we 
have  lost  the  coal  duty  which  we  had  for 
seven  months  during  llie  past  year,  and 
we  have  lost  the  extra  penny  of  the  tea 
duty  which  was  in  force  for  the  first  six 
weeks  of  the  last  financial  year. 

Perhaps  it  will  be  convenient  if  I  give  the 
figures  and  then  make  such  comments  as 
I  have  to  make.  Customs,  £31,740,000 
showing  a  diminution,  owing  to  the  causes 
I  have  mentioned,  of  £1,190,000 ;  excise 
£30,600,000,  an  increase  of  £250,000; 
estate  duties,  £13,600,000,  a  diminution 
(because  we  cannot  reckon  on  a  con- 
tinuance of  this  abnormal  mortality 
among  the  very  rich)  of  £800,000; 
stamps,  £8,000,000,  a  small  increase  of 
£50,000;  land  tax,  £700,000,  house 
duty,  £1,900,000,  a  decrease  in  the 
former,  and  an  increase  in  the  other, 
which  practically  balance  one  another  ; 
and  then  the  important  item  of  property 
and  income-tax,  £32,500,000,  or  an  in- 
crease of  £900,000  on  the  amount  received 
last  year.  That  gives  a  total^estimated 
tax  revenue  of  £119,040,000,  or  a 
diminution,  as  compared  with  the  tax 
revenue  of  last  year,  of  £790,000. 

Then  I  come  to  the  non-tax  revenue 
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—Post  Office,  £17,600,000,  an  increase 
of  £430,000  ;  telegraphs,  £4,400,000,  an 
increase  of  £145,000 ;  Crown  lands, 
£500,000,  a  diminution  of  £20,000; 
receipts  from  Suez  Canal  shares, 
£1,100,000,  an  increase  of  £2,000  ;  and 
miscellaneous,  £1,550,000,  a  decrease  of 
£391,000,  which  I  have  already  explained 
in  dealing  with  the  Mint,  The  total 
non-tax  revenue  is  estimated  to  be 
£25,150,000,  or  an  increase  of  £166,000 
as  compared  with  the  preceding 
year.  Adding  these  figures  together, 
you  get  a  total  Exchequer  revenue  of 
£144,190,000,  or  a  dmiinution  as  com- 
pared with  the  preceding  year  of  £624,000. 

The  estimates  of  Customs  and  Excise 
have  been  framed  after  making  what 
seems  a  safe  allowance  for  the  increased 
spending  power  of  the  consuming  classes. 
There  is  an  exceptionally  large  increase 
in  the  income-tax,  no  less  than  £900,000, 
partly  due  to  the  early  date  of  Easter 
having  delayed  the  collection  this  year 
and  thrown  an  unusual  proportion  of  the 
receipts  for  1906-7  into  1907-8,  and  it 
is  partly  due  to  the  fact  that  two  good 
years  now  come  into  the  three  years' 
average  on  which  the  income-tax  returns 
are  made  up.  The  other  items  call  for 
little  remark  except  the  item  "  Miscella- 
neous," which  I  have  already  explained, 
and  the  estate  duties,  a  most  uncertain 
element,  which  we  have  put  at 
£13,600,000,  £400,000  in  excess  of  the 
last  Budget  Estimate  and  £800,000 
behind  the  actual  receipts.  This  brings 
out  a  total  estimated  Exchequer  revenue 
for  the  year  of,  as  I  have  said, 
£144,190,000;  and  if  you  set  that 
against  the  estimated  expenditure  of 
£140,757,000,  it  shows  an  estimated 
surplus  for  the  year  of  £3,433,000. 

GRANT  TO  NECESSITOUS  SCHOOL  AREAS. 

To  save  further  reference  to  the  matter, I 
must  deduct  from  that  a  sum  of  £200,000 
which  has  not  appeared  on  the  Estimates, 
and  represents  a  temporary  continuance 
for  another  year  of  the  grant  in  aid 
made  last  year  to  the  necessitous  school 
areas,  which,  in  consequence  of  the  failure 
of  the  Education  Bill  to  pass  into  law, 
it  is  necessary  to  renew.  The  available 
surplus  is  thus  reduced  to  £3,233,000. 

REDUCTION  OF  DEBT  IN  1906-7. 

Before  I  pass  away  from  the  examina- 
tion of  last  year,  I  must  explain  what  we 


have  done  during  the  year  in  regard  to 
the  capital  liabilities  of  the  State.  I 
endeavoured  in  my  last  year's  Budget 
speech  to  make  clear  the  distinction 
between  what  is  popularly  called  the 
Nati'onal  Debt,  the  dead  weight  debt  of 
the    countryj    and   the    other  capital 
liabilities  which  have  been  for  the  most 
part  created  during  the  last  fifteen  years 
for    special    purposes    against  specific 
assets,  actual  or  potential,  and  each  with 
a  Sinking  Fund  of  its  own.    I  will  deal 
with  the  two  things  separately.    I  take 
first  the  dead  weight  debt — the  National 
Debt,  popularly  so-called,  which  consists 
of  three  items — the  Funded  Debt,  the 
estimated  capital  liabilities  in  regard  to 
terminable  annuities,  and  the  Unfunded 
or  floating  Debt.    I  will  compare  each  of 
these  items  as  they  stood  respectively  on 
1st  April,  1906,  and  31st  March,  1907. 
The  Funded  Debt  on  1st  April,  1906, 
was  £634,048,000,  and  on  31st  March, 
1907,  it  was  £631,929,000,  a  reduction 
of  £2,119,000.    The  estimated  capital 
liabilities    in    regard    to  terminable 
annuities    on    1st    April,    1906,  were 
£43,459,000,and  on  31st  March,  1907, 
£40,864,000,  a  reduction  of  £2,595,000- 
The  Unfunded  Debt  on  1st  April,  1906,  was 
£65,713,000 — and  I  ought  to  add  a  word 
of  caution  before  I  read  the  next  figure — 
and  on  31st  March,  1907,  £51,713,000, 
or  an  apparent  reduction  of  £14,000,000  ; 
but    the    actual    reduction    was  not 
£14,000,000,  but  £9,000,000,  £5,000,000 
being  due  to  the  temporary  dropping  of 
the  Treasury  bills,  of  which  I  have  given 
an  explanation  ;  but  after  allowance  has 
been  made  for  that,  there  was  an  actual 
realised  reduction  on  the  Unfunded  Debt 
during  the  year  of  no  less  than  £9,000,000 
sterling.    The  permanent  reduction,  as 
the  Committee  will  see,  effected  during 
the  course  of  the  year  1906-7  in  the 
National  Debt  was  £13,714,000.    It  is 
only  fair  and  right  to  say  that  in  making 
that  large  reduction  we  are  indebted  to 
the  extent  of  £3,466,000  to  the  Old 
Sinking  Fund  left  by  the  right  hon. 
Gentleman  the  Member  for  Worcester- 
shire, East. 

WAR  DEBT  REDUCED. 

I  think  it  will  be  convenient  to 
the  Committee  to  point  out  to  what 
extent  this  reduction  has  affected  the 
additional  debt  caused  by  the  war.  The 
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debt  contracted  during  the  war  was  as 
follows  :— Treasury  bills,  £13,000,000  ; 
Exchequer  bonds,  amounting  in  all  to 
£24,000,000  ;  the  War  Loan  stock,  which 
falls  due  in  1910,  £30,000,000  ;  and  the 
new  issue  of  consols,  £92,000,000.  So 
that  the  total  addition  made  to  the  debt 
of  the  country  in  consequence  of  the  war 
was  £159,000,000.  Now,  Sir,  it  will  be 
interesting  to  the  Committee  to  see  how 
far  that  additional  debt  has  been  reduced. 
It  now  stands  at  £138,827,000.  In  other 
words  the  war  debt  has  been  reduced, 
almost  entirely  in  the  last  two  years,  by 
£20,173,000,  and  of  that  amount  the 
reduction  effected  in  the  last  financial 
year  1906-7  was  £9,643,000.  That  is  to 
say,  what  I  have  said  shows  that  during 
the  past  year  the  war  debt  has  been 
reduced  by  £9,643,000,  and  the  total 
dead  weight  debt  by  £13,714,000. 

BORROWINGS    FOR    CAPITAL  LIABILITIES 
IN  1906-7. 

That  does  not  complete  the  matter, 
because  we  have  also  the  other  capital  lia- 
bilities of  the  State  to  take  into  account. 
In  regard  to  those  other  liabilities,!  antici- 
pated that  we  mipjht  have  to  raise  during 
the  year  £6,500,000,  which,  after  allow- 
ing for  the  Sinking  Fund  charged  upon 
the  Votes,  would  mean  a  total  net  addition 
of  £4,600,000.  The  total  amount  issued 
has  been  £5,975,000,  of  which  £420,000 
is  provided  out  of  balances,  and  the 
amount  borrowed  therefore  was  reduced 
to  £5,555,000,  and  as  the  various  Sinking 
Funds  that  came  into  operation  during 
the  year  amounted  to  £1,666,000,  the  net 
addition  to  the  debt  was  £3,889,000. 
Some  of  these  items,  I  am  glad  to  say, 
will .  never  reappear,  one  in  particular — 
the  Cunard  agreement,  under  which  we 
had  to  issue  last  year  £1,684,000.  If  the 
addition  under  that  head  is  subtracted 
from  the  reduction  made  on  the  National 
Debt,  it  will  appear  that  the  gross  liabili- 
ties of  the  nation  were  reduced  during 
the  year  by  £9,825,000. 

ESTIMATED  REDUCTION  OF  DEBT  IN  1907-8. 

Now  I  turn  to  the  current  year.  In  the 
current  year  the  fixed  provision  for  reduc- 
ing the  Debt  automatically  is  £28,000,000, 
being  £500,000  less  than  last  year.  We 
have  made  during  last  year  the  last  two 
payments  on  account  of  Chancery  funds 
annuity,  amounting  to  £1,162,000  in  all.  1 


!  The  result  is  that,  out  of  the  fixed  Debt 
charge  there  will  be  applicable  to  the 
reduction  of  Debt  during  the  year 
£9,383,000,  in  addition  to  the  realised 
surplus  of  last  year,  £5,399,000.  The 
two  together  make  up  £14,782,000  ;  and, 
if  I  add  miscellaneous  receipts  to  the 
reduction  of  Debt — including  the  China 
indemnity  of  £318,000 — estimated  to 
amount  in  all  to  £600,000,  the  total 
sum  available  should  be  not  less  than 
£15,382,000.  The  issues  on  accoimt  of 
capital  liabilities,  happily,  as  I  have  said, 
growing  less  year  by  year,  are  estimated 
as  Hkely  to  be  £3,850,000,  of  which 
£2,855,000  is  authorised  by  existing 
Acts,  and  the  balance  under  the  Telegraph 
Bill  to  be  introduced  this  session.  On  the 
other  hand,  there  is  provided,  on  the  Votes 
for  the  repayment  of  principal  of  this 
class  of  Habilities,  a  sum  of  £2,030,000  ; 
so  that  the  maximum  addition  for 
the  year  cannot  exceed  £1,970,000. 
Therefore,  the  estimated  sum  available 
during  the  current  year  for  the  diminu- 
tion of  the  gross  liabilities  of  the  State  is 
£13,400,000. 

Sir,  if  I  may  take  the  two  years 
together,  I  should  like  the  Commit- 
tee to  keep  the  figures  in  their  mind. 
First  of  all,  I  will  take  the  dead  weight 
debt.  If  you  take  the  actual  reduction 
in  1906-7  and  the  sums  which  are  applic*- 
abie  or  will  be  appHcable  to  the  reduction 
of  the  Debt  in  1907-8,  they  make  a  total 
for  the  two  years  of  £29,096,000.  On 
the  other  hand,  if  you  take  the  gross 
liabilities  of  the  nation,  the  actual  reduc- 
tion in  1906-7  and  the  sum  which  is 
applicable  or  will  be  applicable  to  reduc- 
tion in  1907-8,  make  a  total  reduction 
on  the  whole  of  the  capital  liabilities  of 
the  nation  for  the  two  years  of  no  less 
than  £23,225,000. 

FINANCIAL  POLICY  OF  THE  GOVERNMENT. 

Now,  Sir,  I  have  finished,  I  am 
glad  to  say,  that  somewhat  dry,  but 
necessary  recital.  Before  I  come  to 
what  I  am  sure  will  be  to  the  Com- 
mittee a  much  more  interesting  theme 
— namely,  the  intention  of  the  Gov- 
ernment as  to  the  disposal  of  the 
available  surplus,  I  think  it  right,  on 
behalf  of  the  Government,  to  make  a 
more  general  statement  than  is  usual 
on  these  occasions  of  the  lines  on 
which,  in  our  opinion,  the  finance  of 
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the  country  during  the  next  few  years 
should  be  directed.  It  is,  I  think,  a 
mistake  to  treat  the  annual  Budget  as 
if  it  were  a  thing  by  itself,  and  not,  as  it 
is,  or  as  it  certainly  ought  to  be,  an 
integral  part  and  a  necessary  Hnk  in  a 
connected  and  coherent  chain  of  policy. 
In  my  opinion,  and  I  think  it  is  an 
opinion  that  will  be  shared  by  a  great 
number  of  hon.  Gentlemen  opposite,  the 
country  has  reached  a  stage  in  which, 
whether  we  look  merely  at  its  fiscal  or  at 
its  social  exigencies,  we  cannot  afford  to 
drift  along  the  stream  and  treat  each 
year's  finance  as  if  it  were  self-contained. 
The  Chancellor  of  the  Exchequer,  in 
other  words,  ought  to  budget,  not  for 
one  year,  but  for  several  years.  It  is  in 
that  spirit  that  the  proposals  which  I  am 
going  presently  to  submit  to  the  Com- 
mittee have  been  conceived,  and  it  is 
from  that  point  of  view  that  I  ask  they 
shall  be  judged. 

THE  NATIONAL  CREDIT. 

What,  then,  are  the  lines  for  financial 
progress  which  this  Government,  and  a 
majority  in  this  House,  are  bound  by 
their  pledges  and  by  their  convictions  to 
pursue  ?  First  and  foremost,  we  are 
under  an  immediate  obligation,  often 
insisted  upon  when  we  sat  upon  the  other 
side  in  the  last  Parliament,  and  reiterated 
certainly  by  me  over  and  over  again  at 
the  general  election  after  I  had  assumed 
the  office  of  the  Chancellor  of  the  Ex- 
chequer— an  immediate  obligation  of 
reinstating  and  improving  the  national 
credit.  I  am  bound  to  say  that  there  is 
no  subject  upon  which  more  exaggerated 
and  sometimes  more  nonsensical  language 
has  been  used.  Consols,  like  all  other 
so-called  gik-edged  securities,  have  been 
at  a  low  level  of  price  during  the  last  six 
months.  They  once  nearly  touched 
84.  Immediately  we  had  an  outcry. 
Some  of  the  more  irresponsible  among 
the  mischief  -  mongers  of  the  Press 
declared  that  the  credit  of  this  country 
was  gone — gone  because  we  had  a  Liberal 
Government  in  power,  dragged  by  a 
Socialist  tail.  Even  a  grave  and  seasoned 
economist  like  the  hon.  and  gallant 
Member  for  Central  Sheffield  began  to 
show  signs  of  perturbation.  Peoph  for- 
get the  simple  and  surely  indisputable 
arithmetical  fact,  that  a  2J  per  cent 


Stock  at  83,  which  we  have  not  yet 
touched,  is  equivalent  to  a  3  per  cent, 
stock  at  100.  They  forget  further,  or 
perhaps  they  have  never  learned,  the 
equally  indisputable  historical  fact  that 
our  3  per  cent.  Consols,  the  admitted 
premier  security  of  the  world,  during  the 
whole  course  of  their  long  history  never 
remained  at  or  above  100  for  a  w^hole 
year.  It  is  quite  true  that  during  the 
intermediate  period  after  conversion, 
when  Consols  were  a  2|  per  cent,  stock, 
they  rose  for  some  years  to  a  high 
premium,  even  as  high  as  114.  How 
was  that  ?  That  was  at  a  time  when, 
owing,  among  other  causes,  to  the  relative 
slackness  of  trade  and  to  the  rapid 
development  of  the  new  source  of  gold 
supply  in  South  Africa,  the  value  of 
money  ruled  very  low,  and  a  secure  2| 
per  cent.  Stock  was,  what  it  is  not  to-day, 
a  very  tempting  investment.  That  was 
a  state  of  things  that  could  not  have 
lasted  long,  even  if  the  war  had  not 
occurred.  But  there  has  been  a  serious 
fall,  and  one  which  has  affected  all  the 
better  class  of  securities.  I  think  I  ought 
to  take  this  opportunity  of  giving  what 
I  conceive  to  be  the  explanation.  It  is 
not  far  to  seek,  and  it  has  nothing  what- 
ever to  do,  I  venture  to  submit,  with'^the 
misdoings,  actual  or  imagined,  of  His 
Majesty's  present  advisers.  We  have 
seen  in  recent  years  enormous  additions, 
due  not  only  to  the  war,  but  also  to 
other  causes,  to  the  liabilities  both  of  the 
State  and  of  the  municipalities ;  the 
admission  of  colonial  stocks  to  the  extent 
of  something  like  £300,000,000  sterling 
to  the  category  of  trust  investments ; 
abnormal  activity  leading  to  higher 
wages  and  higher  prices  in  almost  every 
form  of  business  both  at  home  and 
abroad  ;  catastrophes  in  North  and  South 
America  which  have  brought  about  a  con- 
siderable destruction  of  insured  property, 
much  of  which  had  to  be  replaced  by  the 
realisation  of  gilt-edged  securities  ;  and 
gigantic  speculations  in  shares  and  the 
issue  of  new  obligations  which  have  been 
going  on  upon  the  other  side  of  the 
Atlantic.  Take  all  these  causes  into 
account,  following  as  they  have  done  an 
exceptional  drain  upon  the  whole  fabrics 
of  currency  and  of  credit,  and  operating 
as  they  were  bound  to  do  with  converg- 
!  ing  force  here  in  London,  which  is  the 
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only  free  and  open  market  for  gold,  and 
you  have  more  than  sufficient  reason  to 
account  for  the  low  level  of  price  in  the 
best  class  of  security.  These  patriotic 
gentlemen  to  whom  I  referred  a  few 
moments  ago  might,  I  think,  find  some 
better  occupation  both  for  their  tongues 
and  their  pens  than  trying  to  disparage 
and  belittle  the  credit  of  their  country, 
which  still,  when  all  is  said  and  done, 
remains  letter  and  higher  than  that  of 
any  other  country  in  the  world.  But 
the  fact  remains  that  the  existing  con- 
dition of  things,  which  is  largely  the 
result,  as  I  have  said,  of  the  unliquidated 
commitments  of  recent  years,  is  for  the 
time  being  a  source  of  embarrassment, 
not  to  the  Government  alone.  Happily, 
there  is  no  question  of  the  Government's 
as  a  Government,  having  to  go  into  the 
market  to  add  to  the  debt  for  which  we 
are  directly  liable.  Take,  however,  the 
case  of  Irish  land  security,  which  is 
guaranteed  by  the  British  Government. 
Fresh  issues  of  that  stock  must  from  time 
to  time  be  made  to  keep  the  operation  of 
purchase  going,  and  the  whole  loss  upon 
the  flotation  of  that  stock  which  must 
arise  in  the  present  state  of  the  market 
falls  upon  the  Irish  Development  Grant, 
which,  if  my  memory  is  right,  was 
originally  intended  to  serve  the  purpose  of 
Irish  education.  It  is  a  mistake  to  suppose 
that  this  is  a  matter  which  only  affects 
the  City,  what  is  called  the  "  high 
finance."  It  affects  every  community 
and  every  class  in  the  country.  Look  at 
the  position  of  our  great  municipalities. 
From  the  London  County  Council  down- 
wards they  can  raise  capital  only  upon 
terms  which,  as  compared  with  those  of 
ten  years  ago,  are  grievously  burdensome 
to  the  ratepayers,  with  the  result  that  in 
every  direction  their  activity  is  being 
crippled.  You  may  think,  if  you  like, 
that  some  forms  of  their  activity  are  mis- 
guided, but  there  are  some,  at  any  rate, 
innocuous,  and  others  absolutely  essential 
to  the  well-being  of  the  community. 
What  is  true  of  them  is  true,  in  varying 
degrees  of  inconvenience  and  of  severity, 
of  almost  every  trading  concern  in  the 
country.  Taking  these  facts  into  view,  I 
have  no  hesitation  in  drawing  the  con- 
clusion that  a  substantial  and  exceptional 
effort  to  effect  a  further  reduction  in  the 
Debt  is,  for  the  moment,  one  of  the 
paramount  duties  of  the  Government. 


SOCIAL  REFORM. 

But  behind  and  beyond  this  there 
lies  the  whole  still  unconquered  territory 
of  social  reform.  Social  reform  may 
be  regarded,  according  to  the  point 
of  view  from  which  you  look  at  it, 
as  a  luxury  or  as  a  necessity,  but  in 
any  case  it  is  expensive.  It  has  to  be 
paid  for.  Someone  must  be  prepared  to 
meet  the  bill.  Well,  now,  this  is  a 
House  of  Commons  which  was  elected 
more  clearly  and  definitely  than  any  other 
House  in  our  history  in  the  hope  and 
belief  on  the  part  of  the  electors  that  it 
would  find  the  road  and  provide  the 
means  for  social  reform.  No  doubt  social 
reform  is  a  phrase  vague  in  itself,  which 
carries  different  meanings  to  different 
minds.  But  there  are  some  things  which 
it  certainly  means  to  all  of  us  who  sit 
upon  this  side  of  the  House,  and  I  fancy 
to  a  good  many  who  sit  opposite.  I 
myself,  for  instance — if  I  may  refer  to 
myself — am  not  what  is  called  a  Socialist. 
I  believe  in  the  right  of  every  man  face 
to  face  with  the  State  to  make  the  best 
of  himself,  and,  subject  to  the  limitation 
that  he  does  not  become  a  nuisance  or^a 
danger  to  the  community,  to  make  less 
than  the  best  of  himself.  This  world  is 
much  too  full  of  wrong-doing,  and  of 
injustice,  and  of  unmerited  suffering ; 
but,  in  my  judgment,  the  way  of  escape 
is  not  to  be  found  in  any  solution,  or 
so-called  solution,  which,  by  slowly  but 
surely  drying  up  the  reservoir  which 
gives  vitality  to  human  personahty  and 
human  purpose,  will  in  the  long  run  leave 
the  universe  a  more  sterile  place.  I  say 
this  in  no  polemical  spirit,  not  at  all, 
but  simply  by  way  of  emphasising  the 
fact  that  to  all  of  us — people  Hke  myself 
who  may  be  regarded  by  ^ome  of  my 
hon.  friends  below  the  gangway  as  a 
lukewarm  Moderate — there  is  nothing 
that  calls  so  loudly  or  so  imperiously  as 
the  possibilities  of  social  reform.  Just 
let  me,  in  order  to  make  plain  what  I  am 
going  to  say,  invite  the  House  to  look  at 
two  sets  of  figures  in  our  modern  com- 
munity, whose  appeal  is  irresistible. 

First  of  all  there  is  the  child,  for  whom 
heredity  and  parental  care  have  perhaps 
done  nothing  or  worse  than  nothing. 
And  yet  it  is  the  raw  material,  upon  the 
fashioning  of  which  depends  whether  it 
shall  add  to  the  common  stock  of  wealth 
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and  intelligence  and  goodness,  or  whether 
it  shall  be  cast  aside  as  a  waste  product 
in  the  social  rubbish  heap.    The  State 
has  long  recognised  that  it  cannot  pass  : 
by  that  appeal  with  folded  arms.    It  has  , 
put  the  child  to  school,  it  keeps  the  child 
at  school,  and  (much  as  it  shocks  some 
excellent  people)  after  the  legislation  of 
last  year,  if  the  poor  body  of  the  child  is 
benumbed  with  cold  or  pinched  with 
hunger  so  that  it  can  get  no  benefit  from  : 
its  lessons,  it  will  even  go  so  far  as 
to    help    to    provide    it    with  bread. 
Does  the  House  realise  what  the  recog- 
nition of  that  means  on  the  part  of  the 
State,  what  every  one  of  us  now  agrees 
is  a  duty,  though  it  was  neglected  and 
passed  by,  generation  after  generation, 
by  humane  and  far-sighted  statesmen  ? 
Does  anyone  realise  what  the  perform- 
ance of  that  duty  has  cost  this  com- 
munity ?    Let  me  give  two  or  three 
figujes  which  I  think  very  striking.  In 
the  year  1869-70,  the  last  year  of  what 
I  may  call  the  old  system,  the  total  cost 
of  education  to  the  public  in  the  form 
of  Parhamentary  grants — for  of  course 
there  was  no  rate-aid  at  that  time — was 
£721,000.    What  was  it  in  the  year 
1906-7  ?    Your  Parliamentary  grants,  if 
you  add  the  Exchequer  contributions,  as 
you  ought  to,  were  £13,359,000  ;  sums 
raised  by  local  rates  were  £11,785,000  ; 
a  total  of  £25,144,000.    That  is  what  it 
has  cost  the  State  to  recognise  its  duty 
to  the  children  of  the  community.    I  do 
not  say  that  every  penny  or  every  pound 
of  that  money  is  well  or  wisely  spent.  I 
rejoice  to  think  that  we  have  at  the  head 
of  the  Board  of  Education  my  right  hon. 
friend  the  President,  a  severe  economist, 
who  subjects  the  whole  of  this  expendi- 
ture to  a  most  searching  review.  But 
this  I  do  say,  that  there  is  not  a  man 
who  sits  on  either  side  of  the  House  who 
is  prepared  substantially  to  recede  from 
the  performance  of  this  enormous  duty. 
Well,  that  is  one  thing. 

OLD-AGE  PENSIONS. 

There  is  another  thing,  nearer  the 
other  end  of  the  journey  of  life,  which 
makes  an  equally  strong,  though  hitherto 
an  unavailing,  appeal  both  to  the  in- 
terest and  to  the  conscience  of  society 
— I  mean  the  figure  of  the  man  or 
woman  who,  perhaps,  spent  out  with 
a  life  of  ill-requited  labour,  find  them- 


selves confronted  infold  age,  without 
fault  or  demerit  of  their  own,  with  the 
prospect  of  physical  want  and  the  sacri- 
fice of  self-respect.    Sir,  I  never  gave, 
nor,  so  far  as  I  know,  did  any  of  my 
colleagues  on  this  Bench  give,  any  pledge 
at  the  elections  on  the  subject  of  what 
is  called  old-age  pensions.    We  knew 
something   of   the   magnitude   of  the 
problem,  and  we  thought  it  wrong  to 
raise  expectations  without  the  knowledge 
that  they  could  be  met.    Nor  do  I  now 
commit  myself  or  any  of  my  colleagues 
to  any  specific  scheme,  although  both 
my  right  hon.  friend  the  Prime  Minister 
and  myself  have  laid  down  certain  con- 
ditions to  which,  in  our  judgment,  any 
practical  proposal  must  conform.  What- 
ever is  done  in  this  matter,  as  I  have 
said  before  in  this  House,   must  be 
done  by  steps  and  stages,  and  cannot  be 
achieved  at  a  single  blow.    But  this  I  do 
say,  and  I  wish  to  say  it  with  all  the 
emphasis  of  which  I  am  capable,  speaking 
for  the  whole  of  my  colleagues  who  sit 
upon  this  Bench,  that  in  the  sphere  of 
finance  we  regard  this  as  the  most  serious 
and  the  most  urgent  of  all  the  demands 
for  social  reform  ;  and  that  it  is  our  hope 
— I  will  go  further  and  say  it  is  our 
intention,  before  the  close  of  this  Parlia- 
ment— yes,  before  the  close  of  the  next 
session  of  this  Parliament,  if  we  are 
allowed  to  have  our  way — it  is  a  large 
"  if   — to  lay  firm  the  foundations  of  this 
reform. 

FEEE  TRADE. 

To  that  general  statement  there  is 
one  thing  that  I  want  to  add,  though 
perhaps  the  addition  is  hardly  necessary. 
We  are  a  free-trade  Government.  This 
is  a  free-trade    House    of  Commons. 
Whatever  new  resources  we  can  provide 
for  any  purpose  I  have  indicated  are 
subject  to  that  governing  condition.  In 
a  sense,  of  course,  that  involves  a  limita- 
tion of  the  area.    [Opposition  cries  of 
"  Hear,  hear."]    I  thought  that  sentence 
would   be   appreciated.    But   it   is  a 
limitation  of  the  area  only  in  the  sense 
in  which  a  wise  builder,  who  is  seeking 
to  lay  the  foundations  of  an  enduring 
structure,  recognises  the  limits  which 
divide  firm  ground  from  an  unfathom- 
■  able   morass.    We   do   not  dogmatise 
about  free  trade.    We  are  neither  pro- 
.  i  fessors     nor    missionaries.     There  is 
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nothing  we  need  say  to  countries  which 
adopt  other  systems  than  our  own.  But 
for  us  here,  43,000,000  of  people  in  these 
two  small  islands,  dependent  as  we  are 
upon  extraneous  sources  of  supply  for 
the  bulk  both  of  the  food  of  our  people 
and  the  materials  of  our  industry,  the 
one  free,  open,  untrammelled  market 
in  the  whole  world — for  us,  I  say, 
free  trade  is  the  breath  of  life,  and 
there  is  no  social  reform  that  would 
not  be  dearly  purchased  by  its  sacrifice. 
Well,  I  think  we  do  not  always  sufficiently 
recognise  the  immense  advantage  which 
we  had  in  the  recent  controversy  from 
the  fact  that  protection  presented  itself 
to  the  electors  of  this  country  in  its 
most  questionable  and  vulnerable  shape. 
It  was  entangled  from  the  first,  and  it 
was  ultimately  strangled,  by  being  bound 
up  with  the  taxation  of  corn  and  meat, 
the  first  necessaries  of  life  ;  and,  as  we 
showed,  must  have  the  inevitable  conse- 
quence, if  the  proposed  scheme  were  to 
be  fairly  applied  as  between  different 
parts  of  the  Empire,  of  taxing  the 
raw  materials  of  our  different  industries. 
[Opposition  cries  of  "  Why  ?  "]  I  have 
argued  the  question  on  a  hundred  plat- 
forms, and  I  am  not  going  to  do  so  again. 
I  am  only  expressing  my  opinion  that  it 
was  that  which  killed  protection,  and  it 
is  that  which  will  kill  it  again. "  But,  Sir, 
I  can  conceive  the  protectionist  invitation 
being  couched  in  much  more  insidious 
and  much  more  alluring  accents.  I  think, 
therefore,  that  it  is  wise  for  us  who  are,  as 
I  have  said,  not  only  the  Party  of  social 
reform,  but  the  Party  also  of  free  trade, 
to  make  it  clear  if  we  can — and  I  believe 
we  can  make  it  clear — ^that  the  attainment 
of  the  one  is  not  incompatible  with  the 
maintenance  of  the  other. 

THE  WAR  TAXES. 

That  may  seem  to  be  a  digression,  but 
it  really  has,  as  the  Committee  will  see,  a 
very  direct  bearing  upon  the  concrete  pro- 
posals I  am  now  going  to  make.  I  repeat 
if  we  are  to  have  social  reform  we  must  be 
ready  to  pay  for  it,  and  when  I  say  "  we  "  I 
mean  the  whole  nation — the  working  and 
consuming  classes  as  well  as  the  wealthier 
class  of  direct  taxpayers.  An  important 
practical  inference  at  once  arises.  If 
these  two  objects,  the  strengthening  of 
our  national  credit  and  the  provision  for 
social  reform,  are  to  be  the  governing 


aims  of  our  policy,  large  as  my  estimated 
surplus  may  seem  to  be,  I  cannot  deal 
with  it  in  such  a  way  as  to  involve 
any  permanent  diminution  of  revenue 
of  a  substantial  character.  That  puts 
at  once  on  one  side  more  than  one  sug- 
gestion which,  in  other  circumstances, 
I  might  yield  to,  for  the  remission 
or  repeal  of  particular  taxation.  For 
instance,  I  have  been  urged,  in  the  course 
of  the  year,  to  repeal  almost  every  tax, 
but  I  have  been  urged  with  particular 
insistence  to  deal  with  what  are  called 
the  war  taxes.  What  are  the  war  taxes  ? 
They  cover  a  pretty  wide  area  of  ground. 
They  include  4d.  on  the  income-tax,  the 
whole  of  the  sugar  duties,  one  penny  still 
of  the  tea  duty,  and  all  the  extra  imposts 
on  tobacco,  beer,  and  spirits,  amounting, 
I  suppose  altogether,  to  something  like 
£20,000,000  sterling.  From  this  point  of 
view,  although  they  are  all  war  taxes,  each 
of  them  is  equally  entitled  to  consideration. 
What  is  a  war  tax  ?  A  war  tax  is  not  a 
tax  put  on  to  last  during  a  war  and  to 
come  to  an  end  the  moment  peace  is  con- 
cluded and  your  Army  is  withdrawn  from 
the  field.  It  is  a  tax  which  is  put  on  to 
meet  the  extra  burden  imposed  on  the 
country  by  waging  war ;  and  so  long  as  that 
extra  burden  remains — and  it  remains, 
as  I  have  shown  to  the  Committee,  to  the 
tune  of  something  like  £130,000,000  of 
extra  debt — the  claim  that  the  war  tax, 
qua  war  tax,  can  be  removed  is,  in  my 
opinion,  an  inadmissible  claim.  I  will 
just  say  two  or  three  words  about  one  or 
two  particular  duties  with  regard  to 
which  special  appeals  have  been  made. 

THE  COCOA  DUTY. 

First  of  aU,  there  is  a  little  duty,  a  very 
small  one,  to  which  I  observe  my  pre- 
decessor in  office  is  beginning  to  pay  a 
good  deal  of  attention — the  cocoa  duty. 

Mr.  AUSTEN  chamberlain 
(Worcestershire,  E.)  :  I  have  not  asked 
you  to  take  it  off. 

Mr.  ASQUITH  :  The  cocoa  duty  pro- 
duces, I  think,  about  £250,000.  It  is  a 
very  small  and  not  a  very  productive  tax. 
I  think,  if  you  ask  me  the  question,  as  the 
right  hon.  Gentleman  did,  by  implication, 
this  afternoon,  that  there  is  a  good  deal  of 
the  flavour  of  protection  about  the  present 
scale  of  the  cocoa  duty.    I  should  not 
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defend  it  myself  from  the  point  of  view  of 
a  free-trader,  and  I  do  not  think  it  is  de- 
fensible ;  but  it  is  a  very  small  affair,  and 
you  must  notice  this  about  it,  that  this 
duty,  with  its  protectionist  flavour,  has 
stood  the  scrutiny,  and  has  been  pre- 
served, at  any  rate,  with  the  connivance 
of  Mr.  Gladstone,  of  Sir  Wilham  Har- 
court,  of  Sir  Stafford  Northcote,  of  Mr. 
Goschen,  and  of  Sir  Michael  Hicks-Beach, 
who  slightly  increased  its  protective 
character — a  string,  I  should  think,  of 
as  good  and  severe  free-traders  as  have 
ever  been  responsible  for  the  finances  of 
this  country.  I  might  say  that  what  was 
good  enough  for  them  is  good  enough  for 
me.  At  any  rate,  I  think  that,  with 
that  history  behind  the  cocoa  duty,  I 
may  safely  postpone,  as  I  propose  to  do, 
the  expurgation  of  this  very  small  pro- 
tectionist taint,  which  I  admit,  still  lurks 
in  this  particular  part  of  our  fiscal  system 
So  much  for  the  cocoa  duty, 

TEA  AND  SUGAR  DUTIES. 

Then  there  is  the  case  of  tea  and  sugar. 
The  tea  duty  was  reduced  last  year  by  a 
Id.  It  now  stands  at  5d.,  that  is  to  say 
only  a  Id.  above  the  lowest  point  it  reached 
before  the  time  of  the  war;  and  I  am 
satisfied,  from  a  careful  review  of  the 
existing  conditions  of  the  trade,  that  any 
further  attempt  at  this  moment  to  deal 
with  the  duty,  in  the  way  of  reduction  of 
another  Id.,  would  not  be  of  any  real 
profit  to  the  consumers  of  tea. 

The  sugar  duty  is  one  of  a  very  peculiar 
character.    It  brings  in  over  £6,000,000, 
which  is,  to  my  mind,  almost  as  strong 
an  argument  as  you  could  possibly  use 
for    not    Hghtly    interfering   with  it. 
Objectionable  as  I  think  it  is,  and  have 
always  thought  it,  as  a  tax  both  on  the 
food  of  the  poor  and  upon  the  raw  material 
of  several  important  industries,  it  is  a  duty 
with  which  you  cannot  deal  piecemeal. 
It  is  a  duty  which,  translated  into  terms 
of  retail  prices,  works  out  at  something 
like  Jd.  on  the  ordinary  pound  of  sugar, 
and,  as  we  do  not  deal  in  this  country  I 
in  retail  trade  with  farthings,  I  say,  | 
if  you  were  to  halve  the  sugar  duty  I  do  ^ 
not  think  you  would  do  any  good  what-  ' 
ever  to  the  great  bulk  of  consumers  in  ! 
the  country.    You  might  do  good  to  ' 
some  of  the  trades,  like  the  confectionery  j 
and  the  mineral  water  trades,  in  which  | 
sugar  is  a  raw  material,  but  I  do  not  I 


;  believe  you  would  benefit  the  working 
i  classes  or  the  consuming  part  of  the 
:  community  unless  you  get  rid  of  the  duty 
;  altogether.  That  is  out  of  the  question, 
'  and  I  dismiss  it  from  consideration. 

I  say,  generally,  having  regard  to  the 
■  principle  which  I  have  laid  down,  the 
j  practical  conclusion  to  which  I  have  come 
j  is  that  I  must  not  permanently  impair 
my  sources  of  revenue  in  view  of  the 
future,  and  I  do  nob  propose  this  year 
to  make  any  change   in   the  indirect 
taxation  of  the  country. 

PROPOSED  CHANGES — LOCAL  TAXATION 
ACCOUNT. 

I  now  come  to  the  changes  which  I  am  in 
fact  going  to  propose.  First  of  all,  I  will 
deal  with  a  matter  which,  though  it  does 
not  immediately  affect,  for  good  or  evil, 
the  revenue  of  this  particular  year,  is,  in 
my  judgment,  of  the  greatest  importance 
with  regard  to  the  future.  I  refer  to 
the  relations  between  the  Imperial 
Exchequer  and  local  taxation.  I 
propose,  as  from  the  end  of  the  present 
financial  year — I  cannot  break  up  the 
year  for  this  purpose — but,  as  from  the 
1st  of  April  next,  to  sweep  away,  root 
and  branch,  the  whole  system  by  which 
assigned  revenue,  the  proceeds  of  Im- 
perial taxes,  is  intercepted  from  the 
Exchequer  and  handed  over  to  local 
authorities.  The  arrangements  which  I 
ask  Parliament  to  terminate  were 
j  initiated  nearly  twenty  years  ago,  in 
I  1888,  by  the  late  Lord  Goschen,  whom 
we  have  lost  since  I  last  presented  a 
Budget  to  this  House.  He  was  a  great 
financier,  a  great  administrator,  a  man 
who  brought  a  rare  combination  of  clear 
insight,  cultured  intelligence,  subtle 
reasoning  power,  wide  expert  knowledge, 
and  indomitable  and  inflexible  courage, 
to  the  service  of  the  State.  Lord 
Goschen  introduced  this  system,  and  his 
scheme,  as  conceived  by  him  and  as 
presented  to  this  House  in  1888,  had,  no 
doubt,  a  good  deal  to  recommend  it.  He 
had  a  twofold  object  in  view — first,  to 
provide  a  contribution  from  personalty 
towards  local  expenditure,  and  next,  to 
effect  a  permanent  settlement  between 
local  and  Imperial  taxation  by  handing 
over  to  local  authorities  certain  duties  or 
taxes.  Amongst  these  were  the  licensing 
duties,  which  it  was  intended  should  be 
collected  locally,  a  power  at  the^i^same 
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time  being  given  to  the  local  authorities 
to  vary  them  by  raising  or  lowering 
them ;  a  moiety  of  the  probate  duty  on 
personal  property ;  and  certain  proposed 
new  taxes — the  van  and  wheel  tax,  which 
never  saw  the  light  of  day,  together  with 
the  surtaxes  on  beer  and  spirits,  which 
were  assigned  with  the  special  object  of 
providing  funds  for  compensation  for  the 
extinction  of  licences.  That  was  the 
scheme ;  but  as  all  of  us  who  were  here  at 
the  time,  and  as  all  know  as  a  matter  of 
history,  in  the  course  of  its  passage 
through  this  House  it  was  mutilated 
beyond  all  recognition.  The  van  and 
wheel  tax  was  abandoned.  The  local 
authorities  got  the  licensing  duties,  it  is 
true,  but  without  the  power  of  raising 
them,  and  without  the  power  of  collecting 
them.  They  were  really  Imperial  taxes, 
collected  by  Imperial  officers,  which,  by 
a  thoroughly  illogical  and  indefensible 
process,  never  came  to  the  Imperial  Ex- 
chequer, but  were  intercepted  on  the 
way,  and  reached  the  hands  of  the  local 
authorities,  who  had  nothing  to  do  with 
them  but  to  spend  them.  As  regards 
the  death  duties,  with  the  revision  of 
those  duties  in  1894  by  Sir  William 
Harcourt,  even  the  semblance  of  a 
special  contribution  from  personalty  to 
local  taxation  disappeared ;  and  the 
Agricultural  Kates  Act  and  various 
other  Acts  which  have  since  been 
passed  ha^ve  rendered  the  system  even 
more  intolerable  than  it  was  before. 

THE  PRESENT  SYSTEM. 

The  Committee  may  not  find  it  interest- 
ing, but  I  think  it  is  necessary  to  show 
what  the  present  condition  of  things  is. 
Pirst  of  all,  there  is  the  estate  duty. 
Part  of  it,  representing  the  old  probate 
duty,  goes,  under  the  Act  of  1894,  to 
the  Local  Taxation  Account,  and  is 
divided  between  the  three  kingdoms  in 
certain  fixed  proportions,  though  it  is  a 
variable  amount.  And  it  is  further 
complicated  by  this,  that,  owing  to  the 
passing  of  the  Tithe  Rent-Charge  Act, 
from  the  English  portion  of  that  varying 
amount  another  varying  amount  is  every 
year  deducted  for  the  purpose  of  the 
tithe  rent-charge  grant.  Then  a  further 
part  of  the  estate  duty  goes  to  agricul- 
tural rates.  In  England,  that  contribu- 
tion is  made  entirely  out  of  the  estate 
duty.    In  Scotland  it  is  made  mainly 


out  of  the  estate  duty,  with,  also,  a  grant 
from  the  Consolidated  Fund  ;  and  in  Ire- 
land it  is  wholly  made  out  of  the 
Consolidated  Fund.  Take  the  case  of 
licences.  In  England  and  Scotland  the 
proceeds  of  the  local  taxation  licences 
are  given  to  the  various  authorities 
according  to  the  amount  collected  in 
their  several  areas.  Ireland  gets  three 
so-called  equivalents.  I  am  not  sure, 
though  I  do  not  want  to  raise  any  ques- 
tion of  controversy  with  hon.  Gentlemen 
whom  I  see  sitting  opposite  to  me,  that 
they  are  not  a  good  deal  more  than 
equivalents.  But,  at  all  events,  they 
receive  three  so-called  equivalents  for 
these  licence  duties  out  of  the  Consoli- 
dated Fund.  And,  finally,  you  have  the 
beer  and  spirits  duty,  which  is  divided 
between  the  three  kingdoms  in  the  fixed 
proportion.  Could  a  more  head- splitting 
condition  of  chaos  and  confusion  possibly 
be  presented  to  the  House  of  Commons  ? 

I  think  that  everybody  concerned  either 
with  local  or  Imperial  taxation  will  agree 
that  it  is  time  that  the  system  was  put 
an  end  to.  It  will  stop  an  enormous 
amount  of  complication  and  difficulty  in 
our  national  accounts ;  and,  from  the 
point  of  view  of  the  Chancellor  of  the 
Exchequer,  which  is  the  point  of  view 
from  which  I  mainly  regard  it  at  the 
moment,  it  will  set  his  hands  free,  as 
they  are  not  free  at  present,  to  deal  with 
some  of  the  most  important  sources  of 
taxation.  ^ 

MOTOR-CARS. 

I  have  been  pressed  very  much  to 
alter  and  raise  the  duty  on  motor- 
cars. I  should  be  very  much  disposed 
to  do  so.  I  think  a  tax  on  motor- 
cars is  almost  an  ideal  tax,  because  it  is  a 
tax  on  a  luxury  which  is  apt  to  degener- 
ate into  a  nuisance.  But  it  is  no  good, 
so  long  as  this  system  prevails,  for  me  or 
for  anyone  else  to  put  an  additional  duty 
on  motor-cars  ;  for  where  does  the  duty 
go  to  ?  It  goes  to  the  local  authority  by 
whom  these  duties  are  collected,  that  is 
to  say,  as  a  rule,  the  local  authority 
within  whose  area  the  person  resides  to 
whom  the  motor-car  belongs.  Suppose  I 
pay,  under  a  new  addition  to  the  motor 
duty,  as  I  should  pay,  here  in  London, 
an  extra  duty  on  my  motor-car,  the 
benefits  goes  entirely  to  the  London 
County  Council.    But   it   is   not  the 
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streets  and  roads  of  London  to  which 
my  motor-car  does  injury,  it  is  to  the 
rural  districts  of  England  and  Scotland. 
Nothing  can  be  more  illogical  or  unjust 
than  that  distribution  of  the  matter. 

LICENSING  DUTIES. 

Let  me  take  another  case,  much  more  im- 
portant— take  the  duty  on  the  licences  of 
public-houses.  I  wish  to  have  my  hands 
set  free  in  that  matter  also.  At  present 
the  proceeds  of  those  duties  go  to  the 
Local  Taxation  Account,  and  there,  again, 
they  go  to  the  local  authorities  in  propor- 
tion the  to  number  of  licences  which  are 
taken  out  in  their  respective  areas.  You 
could  not  possibly  have  a  system  better 
calculated  to  put  a  premium  on  a  lethargic 
and  non- public-spirited  licensing  author- 
ity. To  set  free  the  hands  of  the 
Chancellor  of  the  Exchequer  for  these  and 
other  purposes  it  is  eminently  desirable 
that  he  should  recover  complete  control 
over  the  whole  of  this  class  of  duties.  I 
do  not  want  the  local  authorities  to  suffer ; 
as  far  as  my  plan  is  concerned,  they  will 
not  suffer  and  will  not  be  one  halfpenny 
out  of  pocket.  I  propose  that  in  future, 
-after  the  close  of  the  present  financial 
year,  they  should  no  longer  have  any 
•concern  with  probate  duty,  local  taxation 
licences,  or  beer  and  spirits,  but  that  they 
should  receive  from  the  Consolidated 
Eund  a  sum  equivalent  to  the  proceeds  of 
these  respective  sources  of  revenue  that 
at  present  go  to  the  Local  Taxation  Ac- 
•count,  and  at  the  present  rates  of  charge. 
I  mean,  of  course,  that,  if  in  the  future 
you  raise  the  duties  of  any  of  this  class  of 
licences,  that  is  not  to  be  taken  into 
account  in  the  sum  which  the  local 
authorities  are  to  receive. 

Mr.  AUSTEN  CHAMBERLAIN: 
They  would  share  in  any  natural  growth  ? 

Mr.  ASQUITH  :  They  would  share  in 
any  natural  growth — that  is  to  say,  they 
-would  receive  precisely  the  same  sum  in 
any  year  as  they  would  receive  now  if 
the  present  state  of  things  was  continued— 
a  natural  growth  or  a  natural  diminution, 
as  the  case  may  be.  The  object  is,  as  I 
say,  first  of  all  to  get  rid  of  an  enormous, 
most  unsightly  and  inconvenient  compli- 
cation in  our  national  accounts ;  secondly, 
to  set  free  the  hands  of  the  Chancellor  of 
the  Exchequer  with  regard  to  a  large 


area  of  taxation ;  and  thirdly,  to  clear 
the  ground — for  this  is  only  a  provisional 
arrangement—for  a  future  resettlement, 
I  hope  on  equitable  terms,  of  the  whole 
relations  between  the  central  authority 
and  the  local  authorities.  That  is  the 
first  of  the  proposals  that  I  make  to 
the  House,  and  I  hope  it  may  be  received 
as  of  almost  a  non- controversial  character. 

THE  INCOME-TAX. 

Now  I  come  to  more  thorny  ground.  I 
have  said  that  I  do  not  propose  in  any 
way  to  alter  indirect  taxation  ;  but  I  do 
propose  to  deal  with  the  income-tax. 
The  income-tax,  as  it  is  one  of  the  most 
productive,  so  it  is  one  of  the  most  deli- 
cate parts  of  our  fiscal  machinery.  There 
is  nothing  like  it  to  be  found  anywhere 
else  in  the  world.  It  produced  this  year 
something  like  £32,000,000  to  the  Ex- 
chequer, and  the  largest  part  of  that  sum, 
no  less  than  two-thirds  of  the  whole, 
through  the  operation  of  our  system  of 
deduction  at  the  source,  is  collected 
without  difficulty  or  friction,  without  any 
necessity  for  the  taxpayer  to  draw  a 
cheque  or  even  open  his  purse,  and  almost 
without  his  being  made  conscious  that  he 
is  being  taxed  at  all — I  said  almost.  As 
regards  the  remainder,  one-third  of  the 
whole,  the  process  of  ascertaining  and 
getting  in  what  is  due  with  ease  and  ex- 
pedition depends  upon  a  certain  amount, 
at  any  rate,  of  co-operation — it  is  not 
expected  to  be  very  cordial — ^between  the 
taxing  authority  and  the  person  assessed, 
and  still  more  upon  the  harmonious  inter- 
action of  the  central  and  localised  parts 
of  the  machine.  Now  there  is  nothing 
in  the  world  easier — I  know  it  because  I 
have  tried  the  experiment— than  to  sit 
down  at  a  table  and  draw  up  on  a  piece 
of  paper  an  ideally  perfect  scheme  of 
income-tax,  logically  graduated  from  the 
top  to  the  bottom,  safeguarded  by  an 
elaborate  machinery  of  inquisition,  and 
detection,  and  punishment,  all  adminis- 
tered by  the  pitiless  and  impartial  hands 
of  a  perfectly  dispassionate  central 
authority.  Nothing  is  so  easy  on  paper  ; 
but  when  you  are  brought  into  contact, 
as  I  am  almost  daily,  with  the  actual 
administrative  problem,  you  find  you 
have  to  content  yourself  with  something 
very  much  less  ambitious.  And  if  the 
reform  I  am  about  to  propose  falls  short, 
as  I  am  afraid  it  will,  of  some  people's 
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expectation,  it  is  governed  and  limited 
by  severely  practical  considerations. 

U  The  income-tax  is  really  a  two-fold  tax, 
it  is  a  tax  on  property  and  a  tax  on 
earnings.  I  start  with  this  proposition, 
and  a  most  important  proposition  it  is, 
that  it  must  now  be  regarded  as  an 
integral  and  permanent  part  of  our 
financial  system.  If  that  proposition  is 
once  enunciated  and  admitted,  it  makes 
it  impossible  to  justify,  if  there  be  any 
practical  way  of  escape,  the  present 
incidence  of  the  income-tax.  After  you 
have  reached  the  limit  of  abatement, 
which  is  now  £700,  the  State  taxes  all 
incomes  at  the  same  rate,  whatever  may 
be  their  character  or  source.  Just 
compare  two  cases.  You  have  here  A, 
a  man  who  derives,  we  will  say,  a 
thousand  a  year  from  a  perfectly  safe 
investment  in  the  funds,  perhaps  ac- 
cumulated and  left  to  him  by  his  father ; 
on  the  other  hand,  you  have  B,  a  man 
making  the  same  nominal  sum  by  personal 
labour  in  the  pursuit  of  some  arduous  and 
perhaps  precarious  profession  or  some 
form  of  business.  The  one  is  under  no 
necessity  to  make  provision  either  for 
his  children  or  for  old-age  ;  the  income 
will  go  on  being  automatically  received 
as  long  as  the  investment  remains ;  the 
other,  if  a  man  of  ordinary  prudence,  is 
bound,  his  work  being  carried  on  subject 
to  risks  to  health  and  all  the  other  | 
vicissitudes  of  fortune,  year  by  year,  to 
deduct  from  his  nominal  income  and  set 
aside  a  sufficient  sum  to  make  provision 
for  contingencies  in  the  future.  To  say 
that  those  two  people  are,  from  the  point 
of  view  of  the  State,  to  be  taxed  in  the 
same  way  is,  to  my  mind,  flying  in  the 
face  of  justice  and  common  sense.  That 
is  the  feature  of  the  tax  which  has  never 
been  justified  by  any  of  the  great  men, 
Mr.  Pitt,  Sir  Kobert  Peel,  Mr.  Gladstone, 
and  the  others  who  have  been  concerned 
in  its  introduction  and  development;  it 
has  always  been  paUiated  on  the  ground 
either  that  the  income-tax  was  a  mere 
temporary  expedient,  or  that  it  was 
impossible  to  make  the  distinction 
without  destroying  its  productiveness, 
which  is  the  same  thing  as  saying  that 
it  ought  not  to  be  more  than  a 
temporary  expedient.  For  a  tax  whose 
effective  continuance  involves  the  annual 
perpetration  of  a  gross  injustice  is  a  tax 


which  ought  to  be  reserved,  at  any 
rate,  for  great  and  pressing  emergencies. 

^1    ?1    HISTORY  OF  THE  TAX. 

If  I  am  not  wearying  the  Committee,  as 
this  is  very  important,  let  me  very 
briefly  review  the  history  of  the  tax. 
The  income-tax  was  introduced  by  Mr. 
Pitt  in  1798,  in  almost  the  darkest  hour 
in  our  great  struggle  with  France.  It 
was  avowedly  a  temporary  tax  put  on 
for  the  purpose  of  war.  Our  ancestors, 
when  they  did  these  things,  did  not  do 
them  by  halves,  and  the  tax  was  2s.  in 
the  £.  Incomes  of  £60  and  under  were 
exempt,  and  up  to  £200  there  was  a 
differential  rate  proceeding  by  steps. 
That  tax  was  reintroduced,  after  a  year 
of  peace,  in  1802-1803,  by  Mr.  Adding- 
ton,  at  the  lower  rate  of  Is.  In  1806, 
war  still  continuing,  it  was  raised  by 
Lord  Henry  Petty,  the  Whig  Chancellor 
of  the  Exchequer,  to  2s. ;  and  he  for  the 
first  time  introduced  a  distinction,  since 
dropped,  between  earned  and  unearned 
incomes  by  providing — and  this  was  the 
state  of  things  that  prevailed  from  1806 
to  1816 — that,  as  regards  abatements, 
only  earned  incomes  should  be  entitled 
to  them.  In  1816  the  tax  came  to  an 
end,  and,  although  Lord  Liverpool's 
Government  attempted  to  continue  it, 
they  were,  by  a  large  majority  of  this 
House,  defeated  in  their  attempt ;  and  I 
think  it  was  Mr.  Brougham  who  moved 
that  all  the  records  of  the  tax  should  be 
burnt  or  destroyed,  in  order  that 
posterity  should  rever  know  that  such  a 
tax  had  existed.  That  was  the  earlj^ 
history  of  the  tax. 

It  was  revived  in  1842  by  Sir 
Robert  Peel,  not  as  a  war  tax,  but 
again  as  a  temporary  expedient,, 
only  for  a  period  of  three  years,  to 
enable  him  to  eflect  a  reconstruction  of 
the  tariff.  Mr.  Gladstone  never  liked 
the  income-tax  ;  as  a  member  of  Sir 
Robert  Peel's  Government  he  opposed  its- 
introduction  ;  during  the  whole  of  his  life 
he  was  anxious  to  see  its  gradual  extinc 
tion ;  and  on  a  celebrated  historic  oc- 
casion he  invited  the  country  to  agree 
with  him  in  abolishing  it  altogether.  In 
his  picturesque  language,  speaking  of  Sir 
Robert  Peel's  revival  of  the  tax  in  1842, 
he  spoke  of  calling  forth  from  its  repose 
this  giant,  which  had  once  shielded  us  ia 
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war,  to  come  to  assist  our  indii.strious 
toils  in  peace.  Tiie  iadustiious  toils 
were  assisted  to'this  extent,  the  tax  was 
imposed  by  Sir  Robert  Peel  at  the  com- 
paratively moderate  rate  of  7d.  in  the 
pound  ;  but  he  raised  the  limit  of  total 
■exemption  to  £150,  and  above  that 
everybody  was  taxed  exactly  alike.  Sir 
Robert  Peel  defended  it  mainly  on  the 
ground  that  the  tax  vvas  a  temporary 
one.  It  was  taken  in  hand  again  by  Mr. 
Gladstone  in  1853,  who  proposed  that 
it  should  continue  seven  years  at  a 
diminishing  rate,  and  extended  it  to 
Ireland,  not  altogether  without  considera- 
tion. ["  Oh."]  He  reduced  the  limit  of 
exemption  to  £100,  but  between  £100  and 
£150  gave  abatements  at  a  lower  rate  of 
tax.  I  should  like  to  quote  two  sentences 
from  Mr.  Gladstone's  speech  on  that 
occasion.  In  refusing  to  make  any  differ- 
entiation between  earned  and  unearned 
incomes,  he  said — 

"  I  do  not  at  all  deny  that  the  case  of  the 
professional  man  appeals  to  my  sympathy ;  in 
my  opinion,  that  is  one  of  the  reasons  which 
indicate  that  the  tax  ought  to  be  a  temporary 
tax." 

And  again  he  said— ^ 

"  It  is  not  adapted  to  be  a  permanent  portion 
of  your  fiscal  system  unless  you  can  by  recon- 
struction remove  ita  anomalies." 

I  found  myself  on  that  opinion.  We 
now  recognise  the  tax  to  be  a  per- 
manent part  of  our  system  ;  and  fol- 
lowing Mr.  Gladstone,  I  think  that  we 
must  do  something  to  remove  the 
anomaly  and  to  arrive  at  some  scheme, 
without  destroying  the  essential  features 
or  the  productive  character  of  the  tax, 
which  differentiates  incomes,  not  only  as 
to  amount,  but  also  as  to  the  source 
whence  they  are  derived  and  the  con- 
ditions under  which  they  are  enjoyed. 

ABATEMENTS. 

I  need  not  weary  the  Committee  by 
giving  the  history  of  the  different  steps 
by  which  the  present  scale  of  abatement 
lias  been  reached.  We  all  know  that  in 
incomes  up  to  £700  there  is  a  sub- 
stantial abatement ;  but  it  may  be  inter- 
esting to  point  out  that  at  the  present 
rate  of  Is.  in  the  pound  an  income  of 
£200  pays  2id.  ;  an  income  of  £300, 
5Jd.  ;  £400,  7 Jd. ;  £500,  8Jd.  :  £600, 
<4d.  ;  and  £700,  lOfd.,  so  that  the 
Committee  will  observe  that  the  principle 
of  differentiation  prevails  now  to  that 


iextent.  What  is  the  result  ?  The 
ncome-tax  is  not  only  Is.  in  the  pound, 
but  of  the  million  of  taxpayers,  800,000  to 
850,000,  or  four-fifths  of  the  whole, 
showing  an  income  of  £275,000,000,  are 
under  £700.  This  extension  of  the  scale 
of  abatement  has  much  simplified  the 
question.    Mr.  Gladstone  used  to  say — 

"  Take  the  poor  widow  with  £300  a  year 
derived  from  investments,  and  bringing  up  a 
family  ;  is  she  to  be  placed  in  a  worse  position 
and  to  be  taxed  at  a  higher  rate  than  the 
small  business  or  professional  man  making 
£300  a  year  from  his  business  ?  " 

There  is  great  force  in  the  argument, 
but  it  should  be  remembered  that  no- 
body pays  the  whole  rate  unless  his  or 
her  income  is  over  £700  a  year. 

DIFFERENTIATION. 

Having  been  impressed  with  these 
general  considerations,  I  last  session 
moved  for  the  appointment  of  a  Select 
Committee,  which  sat  under  the  presi- 
dency of  my  right  hon.  friend  the 
Member  for  the  Forest  of  Dean.  This 
Committee  took  evidence,  and  made  a 
valuable  Report ;  and  I  am  sure  that 
the  House  is  very  much  indebted  to  the 
members  of  the  Committee  for  their 
labours.  They  were  unanimous,  as  I 
gather — and  it  was  a,  Committee  which 
represented  all  parts  and  sections  of  the 
House — in  upholding  the  necessity  of 
making  a  difference  between  earned  and 
unearned  incomes.  What  is  an  earned 
income  ?  It  is  not  easy  to  draw  a 
distinction,  and  we  can  but  do  our  best. 
First  of  all,  there  are  the  incomes  of  all 
officers  and  employes  paid  by  salary. 
That,  I  think,  includes  the  clergyman. 
Although  he  derives  his  income  and  pays 
income-tax  under  Schedule  A  from  the 
glebe  or  tithe  rent-charge,  his  income 
is  really  paid  to  him  in  consideration 
of  the  services  rendered  by  him  in  the 
performance  of  his  clerical  duties. 
Secondly,  it  clearly  includes  every  class 
of  professional  man  ;  and,  thirdly,  all 
traders  whose  income  is  substantially 
— and  I  lay  stress  on  the  word  "  sub- 
stantially " — derived  from  their  own 
personal  labour.  In  the  first  two  cate- 
gories no  difficulties  arise  at  all.  The 
difficulty  arises  in  the  third  class — how 
to  take  into  account  the  amount  of 
capital  a  man  brings  into  his  business, 
and  to  deal  with  the  class  of  incomes 
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which  are  either  wholly  earned  or  partly 
earned  and  partly  unearned,  means  a 
degree  of  logical  precision  where  there 
will  be  the  greatest  possible  difficulty  in 
hindering  overlapping  in  dubious  cases. 
I  am  satisfied,  however,  that  a  much  more 
practical  way  of  dealing  with  this  branch 
of  the  question  is  to  confine  the  differential 
treatment  to  earned  incomes  which  do 
not  exceed  £2,000  in  amount.  The 
Select  Committee  suggested  £3,000,  but 
I  think  that  £2,000  is  quite  as  far  as  you 
can  fairly  go.  I  confine  the  differential 
treatment,  therefore,  to  persons  whose 
total  income  from  all  sources  does  not 
exceed  £2,000 — not  merely  their  earned 
incomes,  but  from  all  sources.  In  the 
case  of  a  man  who  is  left  £40,000  or 
£50,000  a  year  by  his  father,  and  by 
becoming  a  director  of  companies  earns 
another  £1,000,  T  think  it  is  absurd  to 
gi^^e  him  a  preferential  treatment  on  the 
score  that  he  is  a  man  with  an  earned 
income.  I  do  not  think  that  the  prin- 
ciple should  be  carried  to  that  extent. 
First  of  all,  therefore,  the  earned  income 
in  respect  of  which  relief  is  given  should 
not  exceed  £2,000,  and  secondly.,  the 
whole  income  from  all  sources  should  not 
exceed  £2,000. 

How  do  we  carry  out  the  differentia- 
tion ?  I  propose  that  where  these 
conditions  are  satisfied — the  income-tax 
remaining  as  a  norm^al  tax  at  the  rate  of 
Is . — the  income-tax  should  be  imposed  on 
the  earned  incomes  within  these  limits  at 
the  lower  rate  of  9d.  in  the  pound,  being 
a  relief  of  3d.  in  the  pound  to  this  class 
of  income-tax  payer.  That  is  to  be  in 
addition  to,  and  not  in  derogation  of,  all 
existing  exemptions  and  abatements. 
The  burden  of  proof  will  be  on  the 
individual  claiming  the  lower  rate,  and 
we  shall  provide  that  he  must  make  his 
claim  with  his  return — this  is  a  most 
important  point — if  he  is  a  person  to 
whom  the  formal  return  is  sent  and  is 
required  to  fill  it  up  ;  if  he  is  not,  he 
must  claim  exemption  and  abatement  not 
later  than  30th  September  in  the  year. 
In  this  way  we  shall  avoid  the  enormous 
congestion  of  claims  for  refunds  and 
abatements  which  accumulate  at  the  end 
of  every  year.  It  is  only  fair  to 
say  to  such  a  claimant,  "  If  you  want  to 
be  rated  at  the  lower  rate  you  must  be 
zealous  in  the  matter  yourself." 


PREVENTION  OF  EVASION. 

I  propose  to  supplement  these  provis- 
ions  with    another    set    of  provisions 
which    are    very   much    needed,  and 
which  carry  out  in  the  main  the  provis- 
ions   of     Lord    Ritchie's  Committee 
which    sat  two  or   three    years  ago. 
That  Committee  proved  that  under  the 
present  system  there  is  much  evasion 
and  leakage.    I  propose  to  make  it  com- 
pulsory on  every  man  who  receives  a  form 
— that  well-known  buff-coloured  form- 
as  one  of  the  annual  incidents  of  the 
tax  to  make  a  declaration  and  to  send 
back  the  return,  even  though  all  his  in- 
come may  be  taxed  at  the  source.    If  he 
has  no  unearned  income  he  must  say  9^^7. 
At  present  also  he  is  under  no  penalty, 
because  he  is  under  no  statutory  obliga- 
tion to  make  it.    I  propose  to  make  it 
compulsory  in  all  cases  that  the  return 
shall  be  made.    In  the.  next  place,  we 
shall  increase  the  penalties  and  extend 
the  period  of  recovery  in  cases  of  evasion. 
In  the  third  place,  we  shall  require  ex- 
tended   returns    from    all  employers^ 
whether  private  persons  or  companies,  re- 
quiring them  to  give  not  only  the  names 
but  the  salaries  of  their  employes.  This 
will,  of  course,  impose  a  slight  additional 
burden  on  the  employers,  but  the  pre- 
caution will  tend  enormously  to  prevent 
evasion.    Further,  I  propose  to  repeal 
Section  133  of  the  Act  of  1842,  whicL 
allows  an  abatement  of  tax  at  the  end 
of  the  year  of  assessment  where  it  i& 
found  that  the  profits  of  that  year  fall 
short  of  the  average  of  the  previous  three 
years.    I  may  add  also,  as  the  representa- 
tive of  a  Scottish  constituency,  that  as 
the  delay  in  the  collection  is  almost 
entirely   due   to   the   persons  directly 
assessed — the    persons    to    whom  we 
are    going   to    give  relief — we  intend 
that  the  English  machinery  shall  be 
levelled  up,  so  that  it  may  with  equal 
efficiency    correspond    to    the  admir- 
able machinery  at  work  in  Scotland. 

NEW  SCHEME  ILLUSTEATED. 

In  order  to  make  the  matter  clear  I 
should  like  to  point  out  how  the  system 
will  work  by  a  concrete  instance.  I  take 
the  amount  of  income-tax  payable  on 
certain  incomes  under  the  present  and 
proposed  scale.  First  of  all  I  will  take  an 
income  of  £1,500  a  year.    At  present,. 
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whatever  may  be  the  source  of  that 
income,  at  the  rate  of  Is.  in  the  £  it 
pays  £75.  Under  the  new  system,  if  the 
income  is  derived  wholly  from  the  Funds, 
it  will  continue  to  pay  at  the  rate  of  Is. 
in  the  £,  or  £75.  If,  however,  it  is 
derived  wholly  from  a  profession  or  a 
trade,  it  will  pay  at  the  lower  rate  of  9d., 
or  £56  5s.  If,  on  the  other  hand,  it  is  a 
composite  income,  say  £500  from  the 
Funds  and  £1,000  from  a  profession  or 
trade,  it  will  pay  Is.  on  the  £500  and  9d. 
on  the  other  portion,  or  £62  10s.  instead 
of  £75.  Now  as  to  the  abatements.  I 
will  take  an  income  of  £600.  At  present 
such  an  income  is  allowed  a  deduction  of 
£120,  so  that  income-tax  is  paid  on  £480 
irrespective  of  the  sources  of  income. 
Under  the  new  system  how  will  it  work 
out  ?  If  the  income  of  £600  is  derived 
wholly  from  the  Funds,  it  will  pay  £24  ; 
if  wholly  from  a  profession  or  trade,  it 
will  pay  £18,  at  the  rate  of  9d.  per  pound, 
coupled  with  an  abatement;  and  if  the 
income  is  made  up  of  £200  from  the  Funds 
and  £400  from  a  profession  or  trade,  it 
will  pay  £20  10s.,  the  abatement  of  £120 
bein^  deducted  from  professional  earnings 

Mr.  A  U  T  E  N  CHAMBERLAIN  : 
Is  the  abatement  in  the  case  of  the  mixed 
income  always  to  be  made  from  the  earned 
portion  and  not  from  the  unearned? 

Mr.  ASQUITH  :  Yes,  from  the  earned 
portion.  The  effect  of  this  change  will 
be  a  very  sensible  reUef  to  that  class  of 
income-tax  payers  who  are  grievously 
oppressed  by  the  present  burdens,  and 
it  will  enable  us,  with  a  clear  conscience 
and  with  much  greater  ease  and  sim- 
plicity of  working,  to  treat  the  income- 
tax,  as  I  intend  it  should  be  treated,  as 
&  permanent  part  of  our  fiscal  machinery. 

GRADUATION. 

There  was  another  point  in  connec- 
tion with  this  question  referred  to  the 
Committee  presided  over  by  my  right 
hon.  friend — the  practicability  of  gradua- 
tion, whether  by  progression  upwards 
from  the  normal  tax  by  an  ascending 
scale  for  higher  incomes,  or  by  degression 
from  the  normal  rate  by  a  descending 
scale  to  a  lower  rate.  On  this  point 
there  was  a  considerable  divergence  of 
opinion  in  the  Committee,  and  I  may  say 
at  once  that,  quite  apart  from  other 


reasons,  it  would  not  be  possible  for 
administrative  reasons  to  introduce  any 
change  in  graduation  simultaneously  with 
the  already  sufficiently  complicated 
alterations  of  a  differentiated  tax.  The 
machinery  would  break  down  under  the 
strain.  I  do  not  announce  at  this  moment 
any  final  opinion  on  the  various  schemes 
submitted  to  the  Committee.  I  see,  as 
everyone  conversant  with  the  national 
finance  must  see,  enormous  difficulties 
in  the  application  of  that  principle.  It 
would  require  a  compulsory  declaration 
of  income  from  everyone.  I  should  like 
to  see  it  very  much ;  but  how  are  we  to 
get  it  ?  Only  by  giving  an  advantage 
for  it.  You  get  a  compulsory  declaration 
now  where  abatements  are  claimed. 
Under  the  scheme  of  differentiation  you 
will  have  no  difficulty,  because  it  will  be 
to  a  man's  interest  to  make  the  declara- 
tion. But  the  moment  you  come  to  tell 
a  man,  "  You  are  to  declare  your  income, 
not  for  your  benefit,  but  in  order  that 
you  may  be  taxed  at  a  higher  rate,"  you 
find  yourself  confronting  a  good  many 
formidable  difficulties.  As  to  the  ex- 
perience of  foreign  countries,  in  my 
opinion  there  is  no  foreign  or  colonial 
experience  which  is  really  relevant  or 
helpful.  I  do  not  mean  because  our 
social  and  economic  conditions  are  very 
different.  But  you  will  find,  if  you 
examine  the  various  systems  of  so-called 
graduation,  that  they  all  stop  at  a  com- 
paratively low  point.  Most  of  them  stop 
at  £5,000.  As  far  as  I  know,  none  of 
them  go  beyond  £8,000.  That  is  just 
about  the  point  where,  by  compulsory 
declaration,  we  should  hope  to  rake  in  for 
income-tax  a  lot  of  money  that  we  do  not 
now  receive.  But  I  am  not  now  express- 
ing a  final  judgment  in  the  matter.  I 
am  pointing  out  difficulties  which  must 
be  present  to  the  minds  of  all  who  have 
considered  the  question ;  and,  as  far  as 
the  present  year  is  concerned,  we  must  be 
content  with  the  reforms  of  differentiation. 

COST  OF  DIFFERENTIATION. 

What  will  be  the  cost  ?  This,  I 
may  say,  is  a  very  opportune  moment  for 
making  a  change  of  this  kind,  because,  as 
the  Committee  will  observe  from  the 
estimated  revenue  for  the  year,  we  are 
anticipating  an  increased  receipt  from 
income-tax  next  year  of  no  less  than 
£900,000.    That  is   a   time  when  we 
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may  well  be  able  to  risk  a  little  in  the 
way  of  cost.    Nothing  is  more  remark- 
able in  respect  of  the  income-tax,  not- 
withstanding the  growing  abatements  and 
the  rise  in  the  rate  of  charge,  than  the 
growing  produce  of  a  penny.    In  the 
year  before  the  war,  1898,  Sir  Michael 
Hicks-Beach  completed  the  present  sys- 
tem of  abatements  up  to  £700  ;  and  the  | 
income-tax  then  stood  at  8d.  in  the  pound.  | 
Notwithstanding  these  abatements  and  j 
the  fact  that  the  tax  is  now  at  Is.  in  the  \ 
pound,  the  produce  of  each  penny,  which  | 
was  £2,284,000  in  1898,  is  now  £2,600,000  | 
— a  remarkable  proof  of  the  elasticity  | 
of  this   tax.    But  it  is  very  difficult  I 
to  estimate  either  a  possible  gain  or ' 
a   possible   loss    on  this  tax,  though 
its  tendency  for  many  years  has  been 
in   an    upward   direction.    There  are, 
perhaps,  from  800,000  to  850,000  per- 
sons with  incomes  between  £160  and 
£700    a    year.    There    are,  perhaps, 
120,000  taxpayers  with  incomes  between 
£700  and  £2,000  a  year.    How  much 
of  their  incomes  is  earned  and  how  much 
unearned  is  largely  a  matter  of  conjecture. 
Therefore,  the  figure  I  give  must  be 
taken  more  or  less  as  guess-work.  But 
I   estimate,    from   the   best  materials 
available,  the  loss  during  the  year 
from  this  differentiation  at  £1,250,000. 
Further,  during  this  first  year  there  will 
be  an  additional  loss,  which  will  not 
recur,  owing  to  the  delay  which  must 
necessarily  result  in  getting  in  the  tax  in 
the  early  months  of  next  year  owing  to 
the  more  complicated  machinery.  We 
anticipate  that  we  ought  for  safety's  sake 
to  reckon  that  we  may  be  delayed  to  the 
extent  of  £750,000  in  the  collection. 
That  would  make  a  loss  for  the  year  of 
£2,000,000.    But  you  must  set  against 
that  the  fact  that  we  shall  get  £900,000 
more  this  year,  according  to  our  estimate  ; 
and  the  £750,000  is  only  a  deferred  pay- 
ment and  not  an  actual  loss.  As  I  say, 
I  do  not  present  it  to  the  Committee  as 
more  than  a  well-founded  guess  ;    but  I 
hope  it  is  an  outside  estimate  of  the  loss. 

DEATH  DUTIES. 

With  many  apologies  for  the  long  time 
that  I  am  detaining  the  House,  I  approach 
the  last  chapter  of  my  task.  The  very 
substantial  relief  that  I  am  giving  to  the 
income-earner  necessarily  suggests  the 


question  whether,  at  the  other  end  of 
the  scale,  property  is  contributing  its 
fair  proportions.    As  I  said  some  time 
ago,  I  cannot,  with  a  view  to  the  needs 
of  the  immediate  future,  afford  any  sub- 
stantial loss  of  revenue,  and  I  must  add 
that,  even  if  I  had  not  to  deal  with  the 
income-tax  at  all,  I  should  have  felt 
myself  bound  to  invite  the  Committee 
to  consider  a  revision  of  the  death  duties. 
Whether,   and  how   far,   those  duties 
ought  to  be  regarded  as  a  sort  of  deferred 
income-tax  is  a  controverted  economic 
problem  on  which  I  do  not  desire  to 
enter.    But,  at  any  rate,  they  are  in  pari 
materia ;    and,  indisposed  as  I  am,  not 
only  to  lose  revenue,  but  to  disturb  the 
balance  between  direct  and  indirect  taxa- 
tion— and,  remember,  I  am  doing  nothing 
directly  this  year  for  the  indirect  tax- 
payer— unwilling  as  I  am  to  disturb  that 
balance  in  favour  of  direct  taxation,  I  am 
going  unhesitatingly  to  ask  the  Committee 
to  inquire  with  me  whether  the  greater 
part  of  what  I  have  lost  or  may  lose  in 
making  the  income-tax  just  and  equitable 
may  not  be  recovered  without  injustice 
or  lack  of  equity  in  another  way  from 
the  owners  of  property.    We  all  remember 
the  gloomy  predictions  uttered  in  this 
House  at  the  time  the  late  Sir  William 
Harcourt  imposed  the  death  duties  in 
1894.    We  were  told  that  they  would 
check  the  accumulation  of  capital  and 
drive  it  out  of  the  country  ;  that  people 
would  have  to  shut  up  their  country 
houses  and  curtail  the  area  of  employment 
for  honest  and  industrious  men  ;  that  the 
foreign  millionaire  would  no  longer  make 
England  his  home,  or,  at  any  rate,  the 
place  of  his  death.    None  of  these  pre- 
dictions has  been  verified  by  the  event. 
It  used  to  be  said  of  a  great  landowner 
in  the  West  of  England,  at  the  time  of 
the  repeal  of  the  Corn  Laws,  that  he  was 
convinced  that  he  was  going  to  be  ruined, 
and  went  about  saying  that  he  must 
make  economies  if  he  were  to  continue 
to  live.    After  a  time,  a  friend  asked  him 
what  form  his  economies  had  taken,  anql 
he  replied,  "  I  have  put  down  my  pew." 
I  am  not  at  all  sure  that  a  revision 
of  the  death  duties  ever  had  so  pre- 
judicial an  effect  as  that  on  the  spiritual 
welfare  of  the  upper  classes.     I  doubt 
very  much  whether  they  have  at  all 
curtailed    their    contributions    to  the 
weekly  offertory.     But  I  am  satisfied, 
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after  a  great  deal  of  investigation,  that 
we  may,  without  injury  to  property, 
without  checking  the  accumulation  of 
capital,  and  without  injustice  to  any 
human  being,  reconsider  the  scale  of 
duties  imposed  in  189i. 

I  propose  to  leave  the  scale  as  it  is  up 
to  £150,000.  The  unfortunate  man  who 
is  unable  to  leave  more  than  £150,000 
will  remain  in  exactly  the  same  position 
as  he  is  to-day.    But  when  the  princi- 
pal value  of  the  estate  exceeds  £150,000 
and  does  not  exceed  £250,000,  I  propose 
that  the  rate  of  duty  shall  be  7  per  cent, 
instead  of  6J  per  cent. ;  from  £250,000  to 
£500,000  it  shall  be  8  per  cent,  instead 
of    7    per    cent.  ;    from    £500,000  to 
£750,000,  9  per  cent,  instead  of  7J  per 
cent.;    from   £750,000   to  £1,000,000, 
10  per  cent  instead  of  7J  per  cent.  ;  and 
when   the    estate    exceeds  £1,000,000, 
10  per  cent,  on  the  first  milhon.  And 
here  I  introduce  a  new  element,  or  what 
is    called,    in    another    connection,  a 
super-tax.     I    propose    that    when  a 
man's    income    exceeds    £1,000,000 — I 
do  not  know  what  we  ought  to  do 
with    such    a    man.     When    a  man's 
estate  Avhich  passes  at  his  death  ex- 
ceeds £1,000,000,  but  does  not  exceed 
£1,500,000,  I  propose  that  it  should  pay 
10  per  cent,  on  the  first  million,  and  an 
additional  1  per  cent.,  or  11  per  cent,  in 
all,  upon  the  remainder ;    if  the  estate 
exceeds  £1,500,000,  and  does  not  exceed 
£2,000,000,  it  will  pay  10  per  cent,  on 
the  first  million  and  an  additional  2  per 
cent.,  or   12  per  cent,   in  all,  on  the 
amount  in  excess  of  £1,000,000 ;    if  it 
exceeds  £2,000,000,  and  does  not  exceed 
£2,500,000,  the  tax  will  be  as  before— 
10  per  cent,  on  £1,000,000— but  13  per 
cent,  on  the  balance  ;  between  £2,500,000 
and  £3,000,000  it  will  be  10  per  cent, 
on  £1,000,000,  with  14  per  cent,  on  the 
remainder ;  and  above  £3,000,000  every- 
thing in  excess  of  the  first  million  (which 
will  still  bear   10  per  cent.)  is  to  be 
taxed  15  per  cent.     There  we  stop.  I 
need  not  point  out,  what  I  think  must 
be  clear  to  the  Committee,  that  this 
applies  not  to  the  living,  but  to  the 
dead. 

I  shall  be  asked,  of  course,  the  per- 
tinent question — and  the  answer  to  it 
will  show  the  extreme  moderation  of  my 
scheme — What  addition  will  this  make  to 
the  revenue  of  the  country  ?  Death  duties 


in  former  years  were  very  uncertain,  and 
therefore  we  must  take  an  average. '  I  esti- 
mate that  the  average  extra  proceeds  from 
the  increased  scale  of  death  duties  will 
I  be  £1,200,000  a  year.    I  ought  to  add 
that  I  propose  that  the  new  scale  shall 
I  apply  to  all  estates  that  pass  by  death 
I  after  to-day.    But  it  will  be  obvious  to 
the  Committee  that,  in  consequence  of 
:  the  delay  in  winding  up  estates,  the  new 
scale  will  only  operate  practically  for  a 
I  few  months  of  the  present  year.  There- 
fore, for  the  present  year,  I  think  it  is 
I  wise  not  to  anticipate  a  larger  receipt 
!  than  £600,000  from  this  source  ;  but  the 
I  ultimate  annual  receipt  I  estimate  at 
£1,200,000. 

THE  FINAL  BALANCE  SHEET. 

I  am  now  able  to  present  a  balance- 
sheet  showing  how  I  have  dealt  with  the 
surplus  up  to  this  point.  The  surplus  of 
revenue  over  expenditure  is  £3,233,000. 
If  you  add  to  that  the  addition  to  the 
death  duties  of  £600,000  you  bring  it 
up  to  £3,833,000.  The  cost  for  the  year 
of  the  proposed  change  on  the  income- 
tax  is  estimated  at  £2,000,000.  This 
leaves  a  still  disposable  surplus  of 
£1,833,000.  The  odd  figure  of  £333,000 
I  will  keep  in  hand  for  the  contingencies 
of  the  year — not  an  excessive  amount  for 
the  purpose. 

PROPOSAL — ADDITION  TO  SINKING  FUND. 

As  regards  the  other  £1,500,000  I 
propose  to  add  it  to  the  New 
Sinking  Fund,  making  a  fixed  pro- 
vision for  the  year  of  £29,500,000. 
Why  do  I  do  that  ?  I  have  said  I  am  not 
going  to  part  with  revenue,  and  I  think 
the  arrangements  I  have  made  are  such 
as  to  show  that  I  shall  not  suffer  in 
revenue  from  the  Budget  proposals.  I 
cannot  part  with  this  £1,500,000.  I 
shall  need  the  money  for  the  future.  I 
shall  need  it  next  year.  In  the  mean- 
time I  make  the  best  investment  I  can 
by  diminishing  fro  tanto  our  national 
obligations. 

NUCLEUS  OF  FUND  FOR  OLD-AGE 
PENSIONS. 

We  recognise  that  the  income-tax 
is  a  fiscal  engine  with  which  we  can- 
not dispense.  But  we  shall  remove 
from   it  its  greatest   blot   by  giving 
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effective  relief  in  the  form  of  a  lower 
rate  of  charge  to  that  class  of  incomes 
on  which  it  presses  most  heavily. 
We  shall  have  made  a  substantial,  but 
not,  as  I  have  shown,  an  excessive  addi- 
tion to  the  toll  which  the  State  exacts 
from  large  estates  which  pass  at  death. 
We  shall  have  fulfilled  to  a  degree  never 
attained,  or  even  attempted,  before  on 
the  same  scale  in  any  single  year  the 
discharge  of  debt. 

Then  in  regard  to  the  future.  There 
are  urgent,  long-delayed,  and  overdue 
problems  of  social  reform  ;  and  we  shall 
have  begun  to  provide  the  nucleus  of  a 
fund  for  the  relief  of  necessitous  old  age. 
I  shall  have  in  hand  next  year,  free  and 
ear-marked  for  the  purpose,  the  £1,500,000 
to  which  I  have  just  referred,  together 
with  the  uncollected  arrears  of  this  year's 
income-tax,  amounting  to  £750,000, 
which  will  make  a  total  of  at  least 
£2,250,000,  and  an  additional  sum  from 
the  increased  estate  duties.  I  count  with 
confidence  on  further  economies  in  ex- 
penditure ;  and  let  me  add,  as  time  goes 
on,  nowhere  with  more  hope  than  in  the 


department  of  expenditure  for  the  relief 
of  the  poor.  And  if  I  expect  economies 
from  my  colleagues  I  appeal  for  them 
with  still  more  emphasis  to  this  House. 
You  cannot  have  everything  at  once,  or 
everything  together ;  but  if  you  have 
set  your  purpose,  as  I  believe  you  have, 
and  as  we  have,  on  this  greatest  and 
most  urgent  of  social  reforms,  you  must 
be  willing  to  sacrifice,  or,  at  any  rate, 
to  postpone  other  forms  of  useful  and 
even  beneficent  expenditure.  Nor  are 
the  resources  of  taxation,  within  free 
trade,  yet  exhausted.  I  make  no 
prophetic  estimate  as  to  the  future. 
There  must  always  be  in  our  calculations 
a  place  for  the  unforeseeable  and  the 
unforeseen.  There  are  what  we  call 
accidents,  shif tings,  mutations,  and  vicis- 
situdes of  fortune,  from  which  States  are 
no  more  exempt  than  are  the  men  and 
women  who  compose  them.  But,  subject 
to  those  necessary  reservations,  I  ask  the 
House  to  sanction  proposals  which  are 
intended  to  open  the  gate  and  straighten 
the  way  to  a  better  and  brighter  future 
for  our  people. 
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Revenue  (Exchequer  Receipts)  and  Expenditure  (Exchequer  Issues) 

FOR  1906-1907. 


Revenue  (Exchequer  Receipts) — 1906-07. 

Expenditure  (Exchequer  Issues) — 1906-07. 

Customs  

32,930,000 

I.  Consolidated  Fund 

Services. 

JNational  Debt  bervices  : 

Inland  Revenue  : 

{a)  Interest  and  Man- 

Excise ... 

30,350,000 

agement 

18,879,000 

(b)  Repayment  of 

Estate,  &c.,  Duties 

14,400,000 

Capital... 

9,621,000 

28,500,000 

Land  Tax 

710,000 

Other  Consolidated  Fund 

TT  -r\ 

Mouse  Duty  ... 

1,890,000 

Services 

1,679,000 

Property  and  Income 

rayments  to  Local  laxa- 

tion  Accounts 

1,157,000 

Tax  (at  Is.  in  the  £) 

31,600,000 

Total  Consolidated  Fund 

Services   

31,336,000 

Total  Tax  Revenue 

119,830,000 

11.  Supply  Services. 

Army    (including  Ord- 

nance Factories) 

27,765,000 

Post  Office  

17,170,000 

Navy 

31,434,000 

Telegraph  Service  . . . 

4,255,000 

Civil  Services  ".. 

29,118,000 

Crown  Lands 

520,000 

Customs     and  Inland 

Revenue 

3,179,000 

PTfCTCTPTS     FROM  SUEZ 

rost  (Jmce  Services 

16,583,000 

Canal  Shares  and 

Sundry  Loans 

1,098,000 

Miscellaneous 

1,941,000 

Total  Supply  Services  ... 

108,079,000 

Total  Expenditure 

139,415,000 

Total  Non-Tax  Revenue-. 

24,984,000 

Surplus   - 

5,399,000 

Total  Revenue   

144,814,000 

144,814,000 

Note. — See,  for  fuller  figures, 
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APPENDIX  II. 


Balance  Sheet  (Estimated)  for  1907-1908  on  Basis  of  Existing 
Taxation,  and  before  taking  into  Account  the  Changes 

PROPOSED    BY    the    CHANCELLOR    OF    THE  EXCHEQUER. 


Revenue  (Exchequer  Receipts) 
1907-1908. 

Expenditure  (Exchequer  Issues) 
1907-1908. 

v_y  cox  vyi.>io  ...            .  > .            •  •  • 

Inland  Revenue  : 
Excise  ... 

£ 

31  740  000 
30,600,000 

L — Consolidated  Fund 
Services  : 

National  Debt  Services  : 

((i)  Interest  and  Man- 
agement 

18,617,000 

Estate,  &c..  Duties 
Stamps ... 

13,600,000 
8,000,000 

{o)  Repayment  or 
Capital 

9,383,000 

Land  Tax 

House  Duty   

700,000 
1,900,000 

Other  Consolidated  Fund 
Services 

28,000,000 
1,685,000 

Property   and  Income 
Tax  (at  Is.  in  the  £) 

32,500,000 

Payments  to  Local  Taxa- 
tion Accounts 

1,160,000 

Total  Tax  Revenue 

119,040,000 

Total  Consolidated  Fund 
Services   

30,845,000 

Post  Office  

Telegraph  Service  ... 

Crown  TjAnds 

Receipts  from  Suez 
Canal  Shares  and 
Sundry  Loans 

Miscellaneous 

17,600,000 
4,400,000 
500  000 

1,100,000 
1,550,000 

IL — Supply  Services  : 

Army    (including  Ord- 
nance Factories) 

Navv 

Civil  Services  ... 

Customs     and  Inland 
Revenue 

Post  Office  Services     .  . 

27,760,000 

30,107,000 

3,258,000 
17,368,000 

Total  Non-Tax  Revenue 

25,150,000 

Total  Supply  Services  •  • 

109,912,000 

Total  Exchequer  Revenue 

144,190,000 

Total  Estimated  Expendi- 
ture chargeable  against 
Exchequer  Revenue  •• 

140,757,000 

Estimated    Revenue  as- 
signed  to  Local  Taxa- 
tion Accounts  ... 

10,045,000 

Estimated  Payments  out 
of  Revenue  assigned  to 
Local    Taxation  Ac- 
counts 

10,045,000 

Estimated  Borrowings  to 
meet  Expenditure  chargc- 
aMe  against  Capital 

4,000,000 

Estimated  Expenditure 
chargeable  against 
Capital 

3,850,000 

Note.  -  See,  for  fuller  ligure«,  House  of  Commons  Paper  115. 
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Final  Balance  Sheet  (Estimated)    1907-1908,  showing  the  Effect  of  thk 
Changes  proposed  by  the  Chancellor  of  the  Exchequer. 


Revenue  (Exchequer  Receipts)— 1907-1908, 


Expenditure  (Exchequer  Issues)- 
1907-1908. 


Customs   

Inland  Revenue— 
Excise 

Estate,  &c.,  Duties —  £ 
As  in  Appendix  II.  13,600,000, 
Add  —  Proposed 

increase  in  Rates 

of  Estate  Duty 

as    from  18th 

April,  1907    ...  600,000 


Stamps     ...       ...  ... 

Land  Tax... 

House  Duty   

Property  and  Income  Tax  (at  Is. 
in  the  £)—  £ 
As  in  Appendix  II.  32,500,000 

Deduct — 


Proposed  re- 
d  u  c  t  i  o  n 
on  earned 
incomes... 

Estimated 
postpone- 
m e n  t  of 
collection 
of  tax  due 
to  change 


£ 

1 ,250,000] : 


750.000 


£2,000,000 


Total  Tax  Revenue 


Post  Office   

Telegraph  Service  

Crown  Lands  

Receipts  from  Suez  Canal 
Shares  and  Sundry  Loans 

Miscellaneous   

Total  Non-Tax  Revenue 

Total  Estimated  Revenue  ••• 


£ 

31,740,000 


30,600,000 


14,200,000 
8,000,000 
700,000 
1,900,000 


30,500,000 


117  640,000 


17,600,000 
4,400,000 
500,000 

1,100,000 
1,550,000 


25,150,000 


I. — Consolidated  Fund  Ser- 
vices. 

National  Debt  Services  : 

[a)  Interest  and  Management 

as  in  Appendix  II  

(6)    Repayment  of 
Capital  as  in  Ap-  £ 
pendix  II.           ..  9,383,000 
Add — Proposed  in- 
crease of  the  Sink- 
ing Fund   1,500,000 


Other  Consolidated  Fund  Services 
Payments   to   Local  Taxation 


18,617,000 


10,883,000 


142,790,000 


ccounts   

Total  Consolidated  Fund  Ser- 
vices   

II.— Supply  Services. 

Army  (including  Ordnance  Fac- 
tories)   

Navy  ...   

Civil  Services —  £ 

As  in  Appendix  II.  30,107,000 

A  d  d — P  r  o  p  o  s  e  d 
Grants  in  relief  of 
Education  Rates  200,000 


29,500,000 
1,685,000 

1,160,000 


32,345,000 


Customs  and  Inland  Revenue  .. 
Post  Office  Services   

Total  Supply  Services 

Total  Estimated  Expenditure 

Balance  

Total   


27,760,000 
31,419,000 


30,307,000 
3,258,000 
17,368,000 


110,112,000 


142,457,000 
333,000 


142,790,000 


Estimated  Revenue  assigned  to 
Local  Taxation  Accounts 


Estimated  Borrowings  to  meet 
Expenditure  cl)argeable  against 
Capital 


10,045,000 


4,000,000 


Estimated  Payments  out  of  Re- 
venue assigned  to  Local  Taxa- 
tion Accounts  ... 


10,045,000 


Estimated  Expenditure  charge- 
able against  Capitil  .. 


3,850,000 


Note. — See,  for  fuller  figures,  House  of  Commons  Paper  115. 


